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~ BOOK 1 OF 2 BOOKS
TUESDAY, NOVEMBER 21, 1978

highlights

SUNSHINE ACT MEETINGS ...cccccenersevernnes 54350

- Executive order

EXECUTIVE SCHEDULE

Executive order 54191

‘PRESIDENT'S COMMISSION ON PENSION

POLICY
54193

TRADE POLICY COMMITTEE AND EAST-
WEST FOREIGN TRADE BOARD |
Executive order adjusting the membership ......... S ... 54197

" DIPLOMATIC MISSIONS AND PERSONNEL

Executive order relaling to privileges, immunities, and fiability
insurance

UNDERGROUND COAL MINE SAFETY

Labor/MSHA promulgates final regulations on use of filter-type
and self-contalned self-rescue devices; effective 12-21-78 .... 54241

ALCOHOL

Treasury/ATF Issues proposal seeking input from industry
members and the public on advertising regulations under the
Federal Alcohol Administration Act; comments by 1-22-78..... 54265

PENSION AND WELFARE BENEFIT
PROGRAMS

Labor/PEWBP proposes to eliminate the requirement that
employee benelit plans file a Plan Description Form EBS-1;
comments by 1-5-79 :

FOOD FOR HUMAN CONSUMPTION

HEW/FDA affims that cocoa butter substitute from palm ol is
generally recognized as safe in nonstandardized conlectionary
products; effective 11-21-78; objections by 12-21-78; com-
ments by 1-22-79 -
FUND FOR THE IMPROVEMENT OF POST
SECONDARY EDUCATION

HEW/OE announces closing date for receipt of applications

for continuation awards {or fiscal year 1979 c.ueeceenverccercemennn. 54299
HEW/OE announces closing date for receipt of preapplica-

54195

54268

54238

- tions'and applications for new awards for fiscal year 1979..... 54300

PERFORMANCE STANDARDS FOR ENERGY
CONSUMPTION -

DOE issues advance nolice of proposad rulemaking on stand-
ards for new construction; comments 12-15-78 (Part !l of this
issue) 54511

FOOD STAMP PROGRAM

USDA/FNS provides the basis of coupon issuance for the 48
States and the District of Columbia; effective 1-1-79.............. 54199

CONTINUED INSIDE



AGENCY PUBLICATION ON ASSIGNED DAYS OF THE WEEK

‘ The folldwing agenciés have agreed to publish all documents on two assigned days of the week (Monday/
Thursday or Tuesday/Friday). This i_s a voluntary program. (See OFR notice 41 FR 32914, August 6, 1976.)

-

) Monday "+ Tuesday Vednesday Thursday Friday
DOT/COAST GUARD | USDA/ASCS . : o DOT/COAST GUARD USDA/ASCS
DOT/NHTSA~ USDA/APHIS . | DOT/NHTSA USDA/APHIS
DOT/FAA USDA/FNS B DOT/FAA USDA/FNS
DOT/OHMO USDA/FSQS : " | por/onmo USDA/FSQS
DOT/OPSO USDA/REA <] | pot/opso. USDA/REA
cSA , csc | S | -csa . csc -

‘LABOR -f - | LABOR
HEW/FDA ' _ , HEW/FDA

. Documents normally scheduled for publication on a day that will be a Federal holiday will be published the next work day
following the holiday.
Comments on this program are still invited. Comments should be submitted to the Day-of-the-Week Program Coordinator, Oflice
of the Federal Register, National Archives and Records Service, General Services Administration, Washington, D.C. 20408

HOTE: As of August 14, 1978, ‘Gommunity Services Administration [[53!4] documents are being assigned to the Monday/Thursday
schedule.

§ ‘G_»“‘&'::""‘»r,b Published” daily, Monday through Friday (no publication on Saturdays, Sundays, or on official Fedoral
u & 2 =1 2% holldays), by the Otfice of the Federal Register, National Archives and Records Service. ‘Gieneral Services
Q o Administration, Washington, D.C. 20408, under the Federal Register Act (49 Stat. 500, as aménded: 44 U S.C.,
f o : o o Ch. 15) and the regulations of the Administrative Committee of the Federal Register (1 CFR Ch. I). Distributton
£ ,""'0;;:;;‘05"\ is made only by the Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402,

-3

[

The FEpERAL REGISTER provides a uniform system for making available to the public regulations and legal notices 1ssued
by Federal dgencies. These include Presidential proclamations and Executive orders and Federal agency documents having

‘general applicability and legal effect, documents required to be published by Act of Congress and other Federal agency
documents of public interest. Documents are on file for public inspection in the Office of the Federal Register the day before
they are published, unless earlier filing is requested by the issuing agency.

The FEDERAL chtsn:a will be furnished by mall to subscrlbers free of postage, for $5. oo per tnonth or $50 per year, payable
in advance. The charge for individual coples 1§ 75 cents for each issue, or 75 cents for each group of pages as actually bound,
Remit check or money order, made payable to the Superintendent of Documents, U.S. Government Printing Omcc. Wwashington.
D.C. 20402,

federal register

Area Gode 202

There are no restrictions on the republication of material appearing.in the FEbERAL REGISTER.
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INFORMATION AND ASSISTANCE

Questions and requests for specific information may be directed to the following numbers. General inquiries may be

made by dialing 202-523-5240.

FEDERAL REGISTER, Daily Issue: PRESIDENTIAL PAPERS:

Subscription orders (GPO) .............. 202-783-3238 Executive Orders and Proclama- 523-5233

Subscription problems (GPO).......... 202-275-3050 tions.

“Dial - a - Reg” ‘(recorded sum- : Weekly Compilation of Presidential 523-5235
mary of highlighted documents i Documents. .
appearing in next day's issue). . Public Papers of the Presidents...... 523-5235

Washington; D.C. .....ceeeererrennee 202-523-5022 Index 523-5235
Chicago, Il 312-663-0884 .

? . PUBLIC LAWS:
Lps_Angeles, Calif ceeereeeericrannns 213-688-6694 Public Law dates and numbers....... 503-5966

Scheduling of documents for 202-523-3187 . 503-5082
publication. - "

Photo copies of documents appear- -523-5240 Stip Laws 2233:::::

" ingin the Federal Register. U.S. Statutes at Large ... 523-5266

Corrections 523-5237

. . : 523-5282

Public Inspection Desk..................... . 523-5215

; Index 523-5266
Finding Aids 523-5227 5535082
Public Briefings: “How To Use the 523-5235
Federal Reglster.” _ U.S. Government Manual .................. 523-5230
Code of Federal Regulations (CFR) 523-3419 )
503-3517 Automation 523-3408
Finding Aids 523-5227 Special Projects $523-4534

HIGHLIGHTS~Continued

USDA/FNS ‘republishes rule governing the authority-Tor con-
* -ducting demonstration, ‘research, :and ‘evaluation ‘projects; €f-
Tective 11-21-78

FOOD STAMP ACT OF 1977

USDA/FNS issues proposal setting forth procedures for imple-
‘menting the ‘work registration voluntary -quit -provision; com-

54215

ments by 11-21-78 54253
NEW DRUGS

'HEW/7FDA withdraws approval of the new drug app!‘cahon for
stero-darvon with A.SA. Tablets; effective 12-1-78 rerenseneananenrs 33298
FOOD ADDITIVES

HEW/FDA provides for-use of trifluoromethane sulfonic-acid in
- the manufacturer of “cocoa butter substitute from palm oil;"

effective 11-21-78; objections by 12-21-78 .........cveeermreeserssverese 54238
COLOR ADDITIVES

HEW/FDA approves ferric ferrocyanide (iron blue) for use in
externally applied-drugs and cosmetics; 12-22-78....cccureeenres 54235

HEW/FDA postpones .closing date -of provisional listing for
femic femocyanide (iron blue) until 12-31-78; effective
11-21-78- 54236

NEW ANIMAL DRUGS

HEW/FDA approves supplemental application for use of bam-
bermycins in certain complete chicken and.swine feeds;-effec-

tive 11-21-78 54240
SECURITIES ~ ]

SEC issues proposal on filing and disclosure requirements
relating to beneficial ownership; comments by 12-18-78......... 54228

FEED GRAIN PROGRAM

USDA/ASCS issues notice-of determination ‘of the 1978-crop
national program acreages and set-aside-levels for com. graln

sorghum, and barley; effective 11-15-78... S . 54280

Indig; effective 11-22-78

FOOD SAFETY STANDARDS

HEW/FDA announces the public availability of new data and
dnformation during the review of food ingredients and flavor
substances that were previously sanctioned as safe . 54293
COTTON

:USDA/ASCS issues rule on acreage allotments and marketing

quotas for 1979 crop of extra long stapple cotton; effective
11-20-78
IMPORT RESTRAINTS

CITA amends levels for certain cotton textile products from

3 ateales whide w

54216

54285

OCCUPATIONAL SAFETY AND HEALTH

STANDARDS .

Labor-OSHA promulgates final standard for occupational ex- .
posure to lead; effective 2-1-79 (Part Il of this issue) ...ceeee... 54353
WATER RESOURCES COUNCIL PROGRAM

WRC proposses to eliminate discrimination on the basis of

handicap in any council program receiving Federal aid; com-

ments by 12-1-78
ANIMAL HEALTH AND DISEASE RESEARCH
USDA/SEA announces Intention to establish eligibilty for fund-

Ing 54283
STEEL WIRE NAILS FROM CANADA

ITC issues notice of invesligation and hearing; hearing
12-14-78
CARBON STEEL PLATE FROM ABROAD
Treasury/Secy announces partial termination of antidumping
investigation

54260

54304

54315 ~
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HIGHLIGHTS—Continued

COMMODITY OPTION TRANSACTIONS

CFTC announces reissuance of and amendments to regula-
tions governing (dealer optlons), effective 12-21-78 .....cccceurnne 5

BANKING

NCUA issues final rule on share accounts and share certificate
accounts; effective 11-20-78

TOBACCO LOAN PROGRAM

USDA/CCC establishes the schedule of grade loan rates
which will apply to 1978 crop burley tobacco; effective
11-21-78

SAFEGUARDS ON NUCLEI\R MATERIAL

NRC issues notice of availability of supplemental documents
and extends comment period on proposed regulations to
implement US/IAEA agreement; comments by 12-21-78........

RESALE OF SECURITIES

SEC amends rule 144, which provides a safe harbor for thé
resale of ‘securities, and two forms relating to it; effective .
12-156-78 54229

IMPROVING GOVERNMENT REGULATIONS

FCA issues final rule on implementation of Executive Order
12044, effective 10-1-78

MEETINGS—

Administrative Conference of the United States: Committee
on Compliance and "Enforcement Proceedings,
12-14-78

Committee on Agency Decisional Processes, 12-14-78 ..

Commerce/Census: Census Advisory Committee on the -
Spanish Origin Population for the 1980 Census, X

12-8-78 54283
NOAA: Pacific Fishery Management Council’s Groundfish
Advisory Subpanef and Plan Development Team, 12-5
and 12-6-78
NOAA: Western Pacific Regional Fishery Management
Council, 12-7 and 12-8-78
DOE: Performance Standards for Energy Consumption,
12-1, 12-6 and 12-7-78
FERC: Public Conference for State Regulators on Imple-
mentation of the NGPA, 11-28-78
HEW/OE: Comrnunity Educatron
12-6-78
National Advisory Council on Vocational Education Task
Force; 12-14 and 12-15-78

National Advisory Council on the Education of Disadvan-

54218

. §4265

54280

54284
54284

Advisory  Council,
54301

Labor/P&WBP: Advisory Council on Employee Welfare and
Pension Benefit Flans, 12-1 2—78 54306

54291

54280

54604
' 54289,

- 54301
taged Children; 12-8 and 12-8-78 .o..ooooooeerrsmssoees 54302

-~

NASA: NASA Advisory Council (NAC);.Aeronautics Advisory
Committee, 12-6 through 12-8-78........ wssssssssrissnsncsns 94307
NASA Advisory Council (NAC); Space and Terrestrial |
Applications Advisory Committee (STAAC); Informal Ex-
ecutive Subcommittes, 12-8-78 54307
NASA Advisory Council (NAC); Space and Terrestrial
Applications Advisory Committee (STAAC); Ad Hoc In-
formal Advisory Subcommittee on Agriculture, Land
. Cover and Hydrology, 126 and 12=7=78....cuuna 54307
NRC: Advisory Committee on Reactor Safeguards; Subcom-
mittee on Regulatory Activitias, 12-6-78......ccwnmisinces 54309
NSF: Advisory Committee for International Programs,
12-11-78 54308
Adivisory Committee for Minority Programs in Sclence
Education, 12-11, and 12-12-78 54308
. through
5430

Adivisory Committee for Physics, 12-7
12-9-78-78

Subcommittee for Applied Physical, Mathematical, and
Biological Sciences and Engineering of the Advisory
Committee for Applied Science and Reseach Applica-
tions Policy, 12-7 and 12-8-78

Subcommittee for Computer Science of the Advisory
Committee for Mathematical and Computer Sclences, :
12-7 and 12-8-78 54308

54309

OSTP: Sclence, Technology and Development Advistry
Committee, 12-11 and 12-12-78 54311

State: Study Group 2 of the U.S.- Organization for the
International Telegraph and Telephone Consultative Com-
mittee (CCITT), 12-7-78 .. 54314

USDA/FS: Gila National Forest Grazmg Advisory Board,

. 12-19-78 54283

CHANGED MEETINGS—

. 54315

DOT/SLS: Advisory Board, 12-8-78
NRC: Advisory Committee on Reactor Safeguards; Subcoi-
mittee on Advanced Reactors, 12-6-~78 ......cumenene 54309
HEARINGS—
Treasury/IRS: Collectively Bargained Plans and Multiple
Employer Plans;-Proposed Regulations, 1~18-79 ... 54265
USDA: Sale of Mortgaged Livestock, 12-11=78.....cuumnce. 54282

CHANGED HEARINGS—
DOE/ERA: “Transfer” or “Plant Gate” Pricing of Natural
Gas Liquids by Gas Processors and Refiners, 12-11-78 . 54256
SEPARATE PARTS OF THIS ISSUE

Part Il, Labor/OSHA 54353
Part [Il, DOE/Office of Energy Conservation and Solar Applica-
tions ; 5451

‘ r@mmders .

(The items in this list were editonally compiled as an-aid to users. Inclusion or exclusion from this list has no legal
significance. Since this 1list is intended as a reminder, it does not include effective dates that accur within 14 days of publication.)

Rules Going Into Effect Today

List of-Public Laws

Note: There wer:é no 'items eligible for
inclusion in the list of RuLEs Gomc INTO

Emcr TODAY.

v ) FEDERAL REGISTéR, VOL. 43, NO. 225-—TUVESDAY', NOVEMBER 21, 1978

All public laws from the second ses-
sion-of the 95th Congress have been recelved
and assigned law numbers by the Office of
the Federal Register. The last listing,
appeared in the issue of November 15, 1978.

A complete listing for the full session will
be published on or before December 1, 1978.
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" THE PRESIDENT

Executive Orders

Diplomatic missions and person-
nel; privileges, immunities,
and liability insurance .i..cceeeeee 34195
Executive Schedule.....eveersernsnnes 94191
Pension Policy, President’s
-COMMISSION 0N cevrvereeresssessusncess 54193
Trade Policy Committee- and
REast-West Foreign Trade

Board; membership adjust-
ments

EXECUTIVE AGENCIES

ADMINISTRATIVE CONFERENCE OF
"UNITED STATES

54197

Notices
Meetings: -
Agency Decisional Processes
Committee ....eceeecrorces reveserennse 04280

Compliance and Enforcement
Proceedings Committee........ 54280
AGRICULTURAL MARKETING SERVICE
Rules .
Oranges, grapefruit; tangerines,
and tangelos grown in Fla ... 54217
Proposed Rules .
Oranges and grapefruit grown .
in Tex
Notices )
Packers and stockyards; mort-
gage livestock sale; hearing..... 54282
ACGRICULTURAL STABILIZATION AND
CONSERVATION SERVICE
Rules
Cotton; marketing quotas and
acreage allotments.....cerrsrenness 54216
Notices -
Corn, grain sorghum, and
barley; crop acreage and set-
aside levels; 1979 feed grain
program
AGRICULTURE DEPARTMENT
See Agricultural Marketing
Service;; Agricultural Sta-
bilization and Conservation
Service; Commodity . Credit
Corporation; Food and Nutri-
tion Service; Forest Service;
Science and Education Admin-
istration.
ALCOHOL, TOBACCO AND FIREARMS
BUREAU
Proposed Rules
Advertising regulations ....c.c... 54265

ARMY DEPARTMENT
See Engineers Corps.
CENSUS BUREAU

54280

54254

contents

Notices
Meetings:
Spanish Origin Population
for 1980 Census Advisory
ComMILLEL euvrerressscessansassnsensees 34283

CIVIL AERONAUTICS BOARD

Notices

Hearings; ete.:
Continental-Western merger
case

COMMERCE DEPARTMENT

See Census Bureau; Forelgn-
Trade Zones Board; National
Oceanic and Atmospheric
Administration,

COMMODITY CREDIT CORPORATION
Rules

Loan and purchase programs:
Tobacco

54283

54218

COMMODITY FUTURES TRADING

COMMISSION
Rules )

Commodity option transactions;
““dealer optioNs" .uesenncnnscnnecess 54220

COPYRIGHT OFFICE
Rules

Cable
license

CUSTOMS SERVICE
Rules _

Vessels in foreign and domestic
trade:

Tonnage tax and light

money

DEFENSE DEPARTMENT
See Engineers Corps.

ECONOMIC REGULATORY
ADMINISTRATION . '

Proposed Rules

Petroleum price regulations,
mandatory:
Natural gas liquids; “transfer”
. or “plant gate” pricing by
processors and refiners;
hearing change .....cccsesencecess 94256

EDUCATION OFFICE
Notices

Grant applications and propos-
als, closing dates:

Postsecondary education im-
provement fund (2 docu
MENLS)eececreersesssssssssraness 54299, 54300

Meetings:

Community Educatlon Advi-
sory Council

Education of Disadvantaged
Children National Advisory
Council

systems; compulsory
54247

54234

54301

54302

Vocational Education Task
Force National Advisory
Council

Women’s Educational Equity
Act Program, implementa-
tion regulations; avail-
ability

ENERGY DEPARTMENT

See also Economic Regulatory
Administration; Federal Ener-
gy Regulatory Comnc}ission.

Proposed Rules

Energy conservation; perform-
ance standards for new build-
ings; advance notice and meet-
ings

ENGINEERS CORPS

Proposed Rules

Administrative procedures:
Port access routes in North
Atlantic Ocean; hearing ....... 54269

ENVIRONMENTAL PROTECTION AGENCY
Rules
Alr programs; energy-related
authority:
Florida
Alr quality implementation
plans; approval and promul-
gation; various States, etc.s
‘West Virginia; correction ........ 54247

Proposed Rules
Alr quality implementation
plans; approval and promul-
gation; various States, ete.:
New Jersey
Afr quality implementation
plans; delayed compliance
orders:
Guam
Indiana
Iowa 54275
Nebraska 54273
Ohio (2 documents) .....cceecerees 54276

Notices

Pesticides; tolerances, registra-
tion, petitions, etc.:
Arsenic, inorganic; extension
of time
§-Chloro-3-methyl-4-nitro-1H-
pyrazole -
Coal tar, creosote, and coal tar
.neutral ofls; extension of
time
N-(mercaptomethyl) phthali-
mide S-(0,0-dimethyl phos-
phorodithioate ...c..ceeescccrcnes 54291
Pentochlorophenol; extension
of time

54301

54301

54511

54248

54269

54274
542717

54290
54289

54289

54290

* FARM CREDIT ADHIN!STHRTION

Notices
Improving government regula-

tions

54291

FEDERAL REGISTER, VOL. 43, NO. 225—TUESDAY, NOVEMBER 21, 1578- v



FEDERAL COMMUNICATIONS
COMMISSION -
Proposed Rules
Television broa.dcaststa.tmns
Network- representatxon of TV
stations ,in 'natlona.l ‘spot’
sales; exemptions, extension
of ‘time :

Nollces

FM  broadcast  applications
ready and available for pro-
cessing ’

FEDERAL ENERGY REGULATORY
COMMISSION -

Notices

Hearings, etc.: o

Algonquin Gas fTransrmssion
Co... :

l

54293

54285
Georgia Power Co.... ~54286
Gibson Drilling Co... : .54287
Kamlok, INC .uecnscsrscrenseressensasaes 54287
Lincoln Electric Coopera.tlve
Inc o

Michigan Wlsconsin Pipe Line"

. Co .. 54288
New England Power CO vveveenen 54288
Southern Natural-Gas-Co ....... 54288
Texaco Inc,; extension of

54288

7 time e .54289
Land withdrawals: oo
California . -54287

National Gas Policy Act, _Imple-
mentation; public conférence

for State .reglﬂators ........i.'... ..... ' 54289
FOODAND DRUG- ADMIN%STRATION
Rules

Animaldrugs, feeds and’related o~
. products: - o

54279

. Procux:ement'late proposals

Bambermycms ................... .. 54240
.Color.additives: .. . ' ’
Ferric:fer:rocyamde (iron blue) .
(2.documents) ...eeeee. ..54235, 54236
Food additives: -
Trifluoromethane .sulfonic
acid ees D4237
GRAS or prior-sanctioned m— .
. gredients:

‘Cocoa butter substltute from :
palm oil . ’ §4238
Notices o R - B
GRAS or prior-sanctioned in-
gredients; information - avail-
ability
Human drugs
Steroid combinatmn for: ora.l
use;. approval withdrawn ...... 54298

FOOD AND NUTRITION SERVICE
Rules .
Food stamp .prog'ram. :
Demonstration, research a.nd
evaluation-projects; 4pplica-,
bility of government .circu-
lars =
Eligible "household certifica-
tion; income standards,:
maximum monthly a.llowa-
ble; coupon “issuance “basis'
stahdard deduction, ag "t
states and D.C ....cceennevsncrennes 54199

54293

\

'

vi

54215

.

.

CONTENTS .

Proposed-Rules
Food stamp program:
Administrative and judicial re-
- view; work registration vo-
luntary quit Provision........
FOREIGNTRADE ZON::S BOARD

Notlces

' Foreign-trade zone a.pplicatlons
wesreseiiesees D4284

Suffolk County, N.Y ..

FOREST SERVICE )
Notices . -
Meetings:,

Gila National Forest Grazing
. Advisory Board :....cceeeeneee eeese :

HEALTH, EDUCATION, AND WELFARE
DEPA’RTMENT L

See dlso Education OIﬁce,‘Fooa
and Drug Administration; Na-
_tional Institutes of Health;-So-

" cial Security Administration. . .

Rules

PO

HERITAGE CONSERVATION AND
RECREATION SERVICE -,

Notices

Environmental
- .. availability, etc.: .
Barrier islands _protective
plan; Atlantic and - Gulf
coasts
Historic Places National Regis- -
ter; addltions, de‘let.mns, etes -
Ala'ba.ma et al .

INTERIOR DEPARTMENT -

statements;

. See Heritage Conservation .and

Recreation Service; Tand

Ma.na.gément Bureau.

' _INTERNAL REVENUE SERVICE

Proposed Rules, -,
Income Taxes:
Pension, profit sharing, etc:;
collectively bargained -and
multiple employer plans;

~_hearing . 54265
INTERNATIONAL TRADE COMMISSION
Notices ~

. Import inVestigations: )

Steel wirenails Trom ¢ Canaaa. 54304

JNTERST ATE COMMERCE’COMMISSION
Notices

54253

54250

54304

54302

evnesserses 54348

LAND MANAGEMENT BUREAU
Notices '

Wilderness.area .inventories.

Oregon 54302

_ LIBRARY OF CONGRESS .

See Copyright Office.

"MINE SAFETY AND HEALTH

ADMINISTRATION
Rules
‘Coal mine 'health and safety:
+Underground mines; filter-.
type and self-contained self-
TESCUETS USE cravsnssnessnsesssassassness
‘Notices
Petitions for mandatory safety
standard modification:
American Gilsonite Co....cevereee
Consolidated Coal CO ..icieeeirens
Demar Boren (2 documents)... 54305
Pickands Mather & C0 ...ceiveees 54305

NATIONAL AERONAUTICS AND SPACE
ADMINISTRATION
Notices '

Meetings: !
Aeronautics Advisory Com-
mittee
Space and Terrestrial Applica-
tions Advisory Committee (2
documents)

NATIONAL CREDIT UNION
ADMINISTRATION
Rules
Federal Credit Unions:
Share accounts and share cer-
. tificate accounts...uiiinniin
NATIONAL INSTITUTES: OF ‘HEALTH
Notices
Carcinogenesis bioassay reports;

. 54241

54304
54306

Y

54307

54307

54220

availability: :

“Endrin ‘54298
Lithocholic acid 54298
Titanium.dioxide 654299
Trimethylthiourea ......cuweee 54209

NATIONAL MEDIATION BOARD

" Proposed Rules

Service applications; inves-
tigation of representation
disputes 54233

NATIONAL OCEANIC ‘AND ATMOSPHEHIC
ADMINISTRATION

.

Hearing assignmen'ts Rules .
Motor carriers: Fishery conservation and
Temporary authority applica- , management:
tions 3 d/ocuments)............... 54334 Surf clam and ocean quahog
54341, 54347 fisheries; quota adjust-
Ra.ilroad ‘services abandonment: ment ...... 54252
. Chicago, Milwaukee, St. Paul
& Pacific Railroad CO..uueee.e. 54315 N°"‘;§s b ool
LABOR'DEPARTMENT ' Marine motamal permit applica
See Mine Safety. anaHeaJﬁhAd- Dawson, Dr. Willlam W ........... 54284
ministration; .~ Occupationsl _ van den OevVerT, A .o 54284
,.Safety and ‘Health Adminis- Meetings: .
‘ tration; Pension and Welfare Pacific Fishery Manngement
" Benefit Progra.ms Office. Council 54284

FEDERAL REGISTER, voL’ 43, NO. 225—-TUESDAY, NOVEMBER 21, 1978



Western Pacific Regional
Fishery Management Coun-
cil 54284

NATIONAL SCIENCE FOUNDATION
Notices
Meetings: .

Applied Science and Research
Applications Policy Advi--
sory Committee

International Programs Advi-
sory Committee.....eecerencnnss "

Mathematical and Computer
Sciences Advisory Com-
mittee

Minority Programs In Science
Education Advisory Com-
mittee

Physics Advisory Commit-
tee 54308

NUCLEAR REGULATORY COMMISSION

Proposed Rules

Safeguards on nuclear material,
US/IAEA agreement; imple-
mentation; supplemental doe-
uments and extension of ~
time

Notices

Applications, ete.:

Commonwealth Edison Co. et

al ~54310
Public Service Co. of Okla-

homa ef al ....cciceccveenecccnnans e 04310
Westinghouse Electric Corp ... 54310

Meetings: B
Reactor Safeguards Advisory

Committee (2 documents).... 54309

Regulatory guides; issuance and
availability 54311

OCCUPATIONAL SAFETY AND HEALTH
ADMINISTRATION

Rules

Health and safety standards:

Lead; EXPOSUTE serusqrrsesses sevecseness 54353

Notices

Applications, ete.:

T.S. Steel COID cwcvnarnssassncsessnnes 54306

54308

54308

54309

54308

54265

CONTENTS

PENSION AND WELFARE BENEFIT
PROGRAMS OFFICE
Proposed Rules
Reporting and
requirements:
Plan desecription
- ments
Notices
Meetings:
Employee Welfare and Pen-
sion Benefit Plans Advisory
Council

SAINT LAWRENCE SEAWAY
DEVELOPMENT CORPORATION

Notlces

Meetings

SCIENCE AND EDUCATION
ADMINISTRATION

Notices

Animal health and disease
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preéidentiql documents

[3195-01-M]1~ .
Title 3—The President
Executive Order 12099i \ . November 17, 1978

Levels IV and V of the Executive Schedule

By the authority vested in me as President of the United States of America
by Section 5317 of Title 5 of the United States Code, and in order to place
- the position of Director of Policy Review, Department of Defense, in level IV
of the Executive Schedule, Executiy\c Order No. 12076 of August 18, 1978, is
amended by deleting “Director of Policy Review, Department of Defense.”
from Section 1-102(e) and inserting “(r) Director of Policy Review, Depart-
- ment of Defense.” in alphabetical order in Section 1-101 thereof.

T
THE WHITE HOUSE, ‘ -~
November 17, 1978.

1
(FR Doc. 78-32797 Filed 11-17-78; 4:22 pm]

-
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THE PRESIDENT
[3195-01-M]

Executive Order 12100 . - November 17, 1978

President’s Commission on Pension Policy

By the authority vested in me as President by the Constitution of the
United States of America, it is hereby ordered as follows:

1-101. In order to ratify and reflect the actual effective date of the
functioning” of the activities of the Commission, Section 1-403 of Executive
Order No. 12071 is amended to read “This Order shall be effective on
September 21, 1978.”. '

1-102. In order to ratify and reflect that the Chairman may appoint
necessary staff, Section 1-304 of Executive Order No. 12071 is amended to
read as follows: ‘

*1-804. The Chairman is authorized to appoint and fix the compensation
of a staff, including not more than one position at the GS-18 level, as may be
_necessary to enable it to carry out its functions. The Chairman may obtain
services in accordance with the provisions of Section 3109 of Title 5 of the
United States Code, to the extent funds are available therefor.”.

Tue WarTE HoUSE,
November 17, 1978.

" [FR Doc. 78-32798 Filed 11-17-78; 4:23 pm]
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THE PRESIDENT

. [3195-01-M]
Executive Order 12101 . . November 17, 1978

Privileges, Immunities and Liability Insurance for Diplomatic Missions and Personnel

- By the authority vested in me as President of the United States of America
by the Diplomatic Relations Act (Public Law 95-393, 92 Stat. 808; ?2 U.S.C.
254a et seq.) and Section 301 of Tite 3 of the United Stdtes Code, in order to

implement the liability insurance and other requirements relating to diplomat- .

ic personnel, I hereby designate and empower the Secrctary of State to
perform, without the approval, ratification, or other action of the President,
the functions vested or to be vested in the President by Sections 4 and 6 of
the Diplomatic Relations Act (92 Stat. 809; 22 U.S.C. 254c and 254¢).

L4
'<7;/77/7 2o
Tue WHITE HoUSE,

. November 17, 1978. -

~

[FR Doc. 78-32799 Filed 11-17-78; 4:24 pm1l
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THE PRESIDENT
[3195-01-M] - B
" Executive Order 12102 ) . November 17, 1978

Trade Committees

By the authority vested in me as President of the United States of America
by Section 242 of the Trade Expansion Act of 1962, as amended (19 U.S.C.
1872), and Section 411 of the Trade Act of 1974 (19 U.S.C. 2441), in order to
adjust the membership of the Trade Policy Committee and the membership of
the East-West Foreign Trade Board, it is hereby ordered as follows:

1-101.- Executive Order No. 11846, as amended, is further amended as it
relates to the membership of the Trade Policy Committee by deleting the
following paragraphs in Section 3(a):

“(10) The Assistant to the President for Economic Affairs.

“(11) The Executive Director of the Council on International Economic
Policy.”;
and substituting therefor:

(10) The Chairman of the Council of Economic Advisers.

“(11) The Director of the Office of Management and Budget.”.

1-102. Executive Order No. 11846, as amended, is further amended as it
relates to the membership of the East-West Foreign Trade Board by deleting
the following paragraph in Section 7(a): -

“(8) The Executive Director of the Council on International Economic
Policy.”; N
and substituting therefor:

*(8) The Chairman of the Council of Economic Advisers.”;
and by also deleting: - :

“(10) The Assistant to the President for Economic Affairs.”.

— .
~<7;,,,,7 2fe,
- THE WHITE HOUSE,
November 17, 1978.

[FR Doc. 78-32800 Filed 11-17-78; 4:25 pm]
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rules andrequlations -

month.

This section of the FEDERAL REGISTER contains regulatory documents having generc] applicobility ond legol effect most of which are keyed to and
codified in the Code of Federal Regulations, which is published under 50 titles pursuont to 44 U.S.C. 1510.
The Code of Federal Regulations is sold by the Superintendent of Documents. Prices of new books are listed In the first FEDERAL REGISTER issue of each

[3410-30-M] .
Title 7—Agriculture

Chapter lI—Food and Nutrition -
Services, Department of Agriculture -

{Amdt. No. 138]

PART 271—PARTICIPATION OF
STATE AGENCIES AND ELIGIBLE
HOUSEHOLDS

PART 273—CERTIFICATION OF
ELIGIBLE HOUSEHOLDS

Food Stamp Program; Maximum
Monthly Allowable Income Stand-
ards, Basis of Coupon Issuance,
and Standard Deduction: 48 States
and District of Columbia

AGENCY: Food and Nutrition Service,
USDA.

ACTION: Final rule.

SUMMARY: This amendment: (1)
Adds appendix A to §273.10 of the
Food Stamp Program Regulations
issued pursuant to the Food Stamp
Act of 1977. This appendix provides
the basis of coupon issuance for the 48
States and the District of Columbia.
Semiannual adjustments in the
coupon allotments, to reflect food
price changes published by the Bureau
of ILabor Statistics, are required by the
Food Stamp Acts of 1964 and 1977. Ap-
pendix A provides two tables as some
households will be cerfified under the
income definition and benefit provi-
sions of the regulations issued pursu-
ant to the Food Stamp Act of 1964 and
other households will be certified
under the new eligibility and benefit
determination rules promulgated
-under the Food Stamp Act of 1977;
and (2) revises the standard deduction
for the 48 States and the District of
Columbia appearing in § 273.9(d)(1) of
the Food Stamp Program Regulations
promulgated under the Food Stamp
Act of 1977.

EFFECTIVE DATE: January 1, 1979.

FOR FURTHER INFORMATION
CONTACT:
Nancy Snyder, Deputy Administra-
tor for Family Nutrition Programs,
. Pood and Nutrition Service, U.S. De-

partment of Agriculture, Washing-
ton, D.C. 20250, 202-447-8982,

SUPPLEMENTARY INFORMATION:
On October 17, 1978, the Department
published final rulemaking to imple-
ment major aspects of the Food Stamp

Act of 1977, including the issuance of,

allotments at no cost and the eligibil-
ity criterla. The implementation
schedule for the transition to the new
allotment and net income calculations
is: (1) All States must implement the
elimination of the purchase require-
ment (EPR) effective for all house-
holds no later than the January 1,
1979, issuance; (2) States must begin
implementing the new eligibility and
benefit determination rules no later
than March 1, 1979; (3) States may im-
plement EPR earlier than January 1,
1979, provided they begin to convert to
the new eligibllity and benefit deter-
mination rules no later than 3 months
from the date they implement EPR;

‘and (4) effective on the first day that

the new eligibility and benefit deter-
mination rules are applied, those rules
must apply to all new applicants and
to each household which is recertified.
Households certified prior to the first
day of the 120-day maxziumum conver-
sion period, but after the effective
date for EPR, shall recelve the bonus
amount provided under the Food
Stamp Act of 1964 until recertified or
until a desk review is conducted.
Because there will be two methods
for computing food stamp_eligibility
and benefits in effect during the 6-
month period beginning January 1,
1979, this appendix appears in two
parts. The first part revises the July 1,
1978, maximum allowable [ncome
standards and basis of coupon Issuance
for the 48 States and the District of
Columbia which appear as Appendix A
to part 271 of the Food Stamp Pro-
gram Regulations promulgated under
the Food Stamp Act of 1964 as amend-
ed. Table I indicates the bonus allol-
ments households certified under the
income definition and benefit provi-
sions of the Food Stamp Act of 1964
will receive at no cost until their eligi-
bility is redetermined under the new
program rules. The second part of this
appendix contains table II which indl-
cates the monthly coupon allotments
households shall receive in the 48
States and the District of Columbia as
calculated using the new eligibility
and benefit determination rules pro-

mulgated under the Food Stamp Act
of 1971.

The Food Stamp Acts of 1964 and
1977 require semiannual adjustments
in the coupon allotments to reflect
food price changes published by the
Bureau of Labor Statistics. The Con-
sumer Price Index (CPI) which is used
in the 48 States and the District of Co-
Iumbia to make these adjustments in
the coupon allotments is the CPI for
Urban Wage Earmers and Clerical
Workers.

1. Appendix A to Part 271 of the
Food Stamp Program Regulations pro-
mulgated under the Food Stamp Act
of 1964 is revised to read as follows:

APPENDIX A—TABLE I—48 STATES AND
DistricT OF COLUMEIA

Section 7(a) of the Food Stamp Act of
1964, as amended, requires that the value of
the coupon allotment be adjusted semiannu-
ally by the nearest dollar increment that is
a multiple of two to reflect changes in the
prices of feed published by the Bureau of
Labor Statistics. Under this provision, an
adjustment based on the cost of the Thrifty
Food Plan In September 1978, has been
made in the coupon allotments for all
houscholds.

The 1973 amendments to the Food Stamp
Act of 1964 specliied that the first semian-
nual adjustment be made in January 1974 to
reflect changes in food prices through
Augrust 1973. Similar procedures have been
used for subsequent semiannual adjust-
ments; Le., the July adjustment based on
the cost of the food plan in the preceding
February and the January adjustment
based on the cost of the food plan in the
preceding August. Effective with the July
19178 Basis of Coupon Issuance Tables, the
cost of the Thrifty Food Plan was based on
more current data—the cost of the plan for
MMarch. Likewise, the income standards and
coupon allotments {o become effective on
January 1, 1979, are based on the cost of the
Thrifty Feod Plan in September 1978.

Households in which all members are in-
cluded in the federally alded public assist-
ance grant, general assistance grant, or sup-
plemental security income benefit shall be
determined to be eligible to participate in
the program while receiving such grants
without regard to the income and resources
of the household members.

The maximum allowable income stand-
ards for determining eligibility of all other
applicant households, including those in
which some members are reciplents of fed-
erally aided public assistance, general assist-
ance, or supplemental security income bene-
{it, in any State (other than Alaska, Hawaii,
Puerto Rico, Guam, or the Virgin Islands)
or in the District of Columbia shall be as
follows:

FEDERAL REGISTER, VOL. 43, NO. 225—TUESDAY, NOVEMBER 21, 1978
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Maximum

. Allowable

‘ ' Monthly
+ *Income

- Stand-

. ards—48

States and

D.C.

‘Household size:

2 18279
= 1367
507
640
760
913
1,007
1,153
Each additional member....eucemesees +147

11978 USDA poverty guideline.

. “Income” as.the term is used in this table
,  Is as defined in § 271.3(c) of the Food Stamp
Program Regulations in effect until imple-
mentation of the provisions of § 273.9 of the
Food Stamp Program Regulations promul-
gated under the Food Stamp Act of 1977.
Pursuant to sections 7 (a) and (b) of the
Food Stamp Act of 1964, as amended (7
U.S.C. 2016, Pub. L. 91-671), the face value
of the monthly coupon allotment which
State agencies are authorized to issue to any -
household certified as eligible to participate
in the Program in the 48 States and the Dis-
" trict of Columbia shall be:

¢
00 =3O UTabs CORY
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FOoR ISSUANCE T0 HOUSEHOLDS OF MORE THAN
ErceT PErRsONS USE THE FOLLOWING FoRr-
MULA .

Because the Department recognizes the
complexity of 'the methodology involved In
preparing tables Tor households with more
than 8 persons, extended tables for house-
holds with up to 20 persons will soon be pro-
vided to the State agencies.

A. Value of the total allotment. For each
person in excess of eight, add $44 to the
monthly coupon allotment of $346, which s
the maximum bonus for eight-person house-
holds. R

B. Monthly net income. For households of

. more than eight persons, it will be necessary
. to add on to each of the last monthly net

B income increments to reflect the maximum

allowable income that is applicable to that
size household. To do this, add $30 to
1,139.99 and $30 to 1,140 to obtain 1,169.99

. and 1,170 and continue this addition process

until you reach the income increment which
contains -the new maximum allowable net
income figure applleable to that size house-

" hold.

C. Bonus alloiments. To determine the
bonus allotments to be issued to households
of mare than eight persons, refer to the
July 1978 basis of coupon issuance tables. It
will be necessary to:

1. Compute the maximum monthly bene-
fit reduction (in the July tables, this is the
maximum purchase requirement) for house-
holds of more than eight persons. The maxi-
mum monthly benefit reduction for a
household of nine is $346. Add $40 for each
person over nine to cobtain the maximum
benefit reduction for that size household.

2. Refer to the July 1978 basis of coupon
issuance tables for 9 through 20 person
households. The maximum monthly benefit
reduction obtained in the previous step for
the appropriate size household should be
placed at the bottom of the monthly pur-
chase requirement column on ‘the July
tables for .that size household, This is the
new maximum monthly benefit reduction

applicable to households whose net income .

is the maximum allowable for thelr particu-
lar household size.

3. Find the place near the bottom of each
column of the July tables for households in
excess of eight where the increase in pur-
chase requirements from one $30 income

-bracket to the next is less than $9. (Normal-
ly, the benefit reduction goes up $9 for
every $30 in income.) From that point until
the bottom of the column for each house~
hold size, replace the purchase req
ments in the July tables with the Iollowing
computation: For each new $30 Income
bracket, -add ‘$9 -to the monthly benefit re-
duction. However, when the benefit reduc-
tion reaches the maximum benefit reduc-

tion for that household size (as computed in _
stép No. 1), use the maximum benefit reduc- ~
tion instead.

4. Determine the bonus allotments to be
issued to households of more than elght
persons, by subtracting the benefit reduc-
tions obtained for each houschold size and
income increment from the total food stamp
allotment.

2. Appendix A is added to §273.10 of
the Food Stamp Program Regulations
promulgated under the Food Stamp
Act of 1977 to read as follows:

. APPENDIX A—TABLE II—48 STATES AND
DisTRICT OF COLUMBIA

Section 3(0) of the Fopd Stamp Act of
1977 requires that the value of the Thrifty
Food Plan be adjusted semiannually to the
nearest dollar Increment to reflect changes
In its cost for the 6 months ending the pre-
ceding September 30 and March 31, Tespec-
tively. Under this provision an adjustment
based on the cost of-the Thrifty Food Plan
in September has been made in the coupon
allotments for all houscholds.

The maximum allowable income stand-
ards for determining eligibility of all house-

‘holds, including those In which-all members

are included in the federally alded public as-
sistance grant, general assistance grant, or
supplemental security income benefit, in
the 48 States and the District of Columbia
appear In Appendix A to §273.9. However,
to assure clarity and prevent misunder-
standings and errors, these standards are
also reflected below:

Maximum Alloxable

Monthly Income

s ards® 48

Statesand

Household size: D.C.
$271

00 =) O O ph €2 B b
o

895
Each additional member +89

10!fice of Management and Budget (OMB) Non-
farm Income Poverty Guideline.

“Income” as the term Is used in the notice
isas defined-in §273.9(b) of the Food Stamp
Program Regulations promulgated under
the Food Stamp Act of 1917.

Pursuant to section 8(a) of the Food
Stamp Act of 1977 (7 U.S.C. 2017, Title XIII
of Pub. L. 95-113), the value of the allot-
ment which State agencles are authorized to

* issue to any houschold certiffed as eligible

to participate in the Food .Stamp Program
in the 48 States-and the District.of .Colum-
bia shall be:
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FoOR IsSUANCE TO HOUSEHOLDS OF MORE THAN
EI1GET PERSONS USE THE FOLLOWING FOR-
MOLAS
A. Value of the Thrifty Food Plan. For

each person in excess of elght, add $43 to

the monthly Thrifty Food Plan for an
eight-person household.

B. Benefit determination without the
tables. To determine the benefit households
shall receive:

1. Multiply the household’s net monthly
income by 30 percent and round by drop-
ping all cents.

2. Subtract the result obtamed in step 1

from the Thrifty Food Pla.n for that size -

household.

C. Benefit determination with the tables.
For households of more than eight persons,
it will be necessary to add on to the last
monthly net income groupings to reach the
maximum allowable income that is applica-

“ ble to that size household. To do this, note
that the monthly net income groupings
follow 2 $3 bracket, $3 bracket, $4 bracket
pattern that does not vary. Add below the
894-896 income grouping a new grouping for
897-899 (a $3 bracket) and another new
income grouping for 900-903 (a $4 bracket).
Then, follow thé $3 bracket, $3 bracket, $4
bracket pattern continuously until the
maximum monthly net income applicable to
that size household is reached.

"SEMIANNUAL ADJUSTMENT OF STANDARD
DEDUCTION—48 STATES AND DISTRICT
OoF COLUMBIA

Section 5(e) of the Food Stamp Act
of 1977 provides that a standard de-
duction shall be used in computing
household income. Such standard de-
duction shall be adjusted every July 1
and January 1 to the nearest $5 for
the 6 montlis ending the preceding
March 31 and September 30, respec-
tively, to reflect changes in the Con-
sumer Price Index (CPI) for items
other than food. In accordance with
this law, the Department has deter-
mined that effective January 1, 1979,
the standard deduction for the 48
States and the District of Columbia
will be $65.

3. Accordingly, §273.9(d)(1) of the
Food Stamp Program Regulations pro-
mulgated under the Food Stamp Act
of 1977 is revised by changing $60 to
$65 in the first sentence as follows:

§273.9 Income and deductions.

* * * - -

@==**

(1) Standard deduction. A standard
deduction of $65 per household per
month for the 48 contiguous States
and the District of Columbia * * *

* » * * b

Nore—The Food and Nutrition Service
has determined that this document contains
a major proposal requiring preparation of
an Economic Impact Statement under Ex-
ecutive Order 11821 and OMB Circular A~

RULES AND REGULATIONS

107 and certifies that an Economic Impact
Statement has been prepared.

In view of the need for placing this
notice into effect January 1, 1979, and
the lead-time needed by State agencies
for implementation, it Is hereby deter-
mined that it is impracticable and con-
trary to the public interest to give
notice of proposed rulemaking with re-
spect to this notice.

(Catalog of Federal Domestlc Assistance,
No. 10.551, Food Stamps.)

Dated: November 16, 1978.

CARrOL TUCKER FOREMAN,
Assistant Secretary.

(FR, Doc. 78-32697 Filed 11-20-78; 8:45 am]

[3410-30-M]

PART 282—DEMONSTRATION,
RESEARCH, AND EVALUATION
PROJECTS

Food Stamp Program

AGENCY: Food and Nutrition Service,
USDA.

ACTION: Final rule.

SUMMARY: This rule is a republica-
tion of the final rules governing the
Department's authority for conduct-
ing demonstration, research, and eval-
uation projects, which were originally
published September 1, 1978. Minor
technical changes are herein being
made to these rules for the purposes
of clarity and the citing of certain per-
tinent governmental circulars.

EFFECTIVE DATE: Part 282 took
effect on September 1, 1978, these
changes take effect on November 21,
1978.

FOR TURTHER INFORMATION
CONTACT:

Nancy Snyder, Deputy Administra-
tor, Family Nutrition Programs,
Food and Nutrition Service, USDA,
‘Washington, D.C. 20250, 202-447-
8982.

SUPPLEMENTARY INFORMATION:
On September 1, 1978, the Depart-
ment published final rules governing
demonstration, research, and evalua-
tion projects to be conducted under
the authority established in section 17
of the Food Stamp Act of 1977, Subse-
quent to publication, it was deter-
mined that it would be expedient to
establish the applicabllity of certain
governmental circulars in the general
regulations rather than citing their
usage for each specific project under-
taken by the Department. Further, it
was determined by the Department
that certain provisions required clarifi-
cation to avoid any ambiguity in the

~ 54215

mind of the reader. Accordingly, the
following changes have been made.

§282.2 Project 1initiation. ‘This
paragraph has been modified to clari-
{y that the Secretary will seek grant
proposals, as appropriate, through
publication of a notice of intent in the
Feperar RecisterR. Contract proposals
will be sought in accordance with the
Federal procurement regulations.

§282.3 Eligibility. An additional
sentence has been added to cite the
applicability of Office of Management
and Budget (OMB) Circular A-102 and
Federal Management Circular (FMC)
;14-4 to grants made under this author-

ty.

§282.4 Approval of proposals. A
new (a), Presubmission proposal
review, has been added to establish
the use of OMB Circular A-102 appli-
cation procedures and to reflect the
need for State review of project sug-
gestions and proposals when they have
a significant impact on normal on-
going program activities.

The Department has determined
that notice and comment rulemaking
is unnecessary due to the technical
nature of these changes.

PART 282—DEMONSTRATION,
RESEARCH, AND EVALUATION
PROJECTS
Sce,
2821

282.2
282.3

Legislative authority.

Project initiation.

Eligibility.

282.4 Approval of proposals.

282.5 Preoperational rulemaking proce-
dures for demonstration projects.

282.6 Federal financial participation.

AvTnoriTy: 91 Stat. 958 (7 US.C. 2011-
2027).

§282,1 Legislative authority.

(a) Demonstralion projects. Demon-
stration projects are those authorized
by section 17(b)(1) of the Act which
states in part: The Secretary is author-
ized to conduct on a trial basis, in one
or more areas of the United States,
pilot or experimental projects (hereaf-
ter called demonstration projectsy de-
signed to test program changes that
might increase the efficiency of the-
food stamp program and improve the _
dellvery of food stamp benefits to eli-
gible.households. The Secretary is fur-
ther authorized to waive all or part of
the requirements of the Act and im-
plementing regulations tgo the degree
necessary to conduct such projects,
except that no project may be under-
taken which would lower or further
restrict the established income and re-
source standards or benefit levels.

(b) Research projects. Research pro-
Jects are these authorized by section
17(a) of the Act which states: The Sec-
retary may, by way of making con-

FEDERAL REGISTER, VOL. 43, NO. 225—TUESDAY, NOVEMBER 21, 1978
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tracts with or grants fo public or pri-
vate organizations or agencies, under-
take research that will help improve
the administration and effectiveness
of the food stamp program in deliver-
ing nutrition related benefits. .

()" Evaluation- projects. Evaluation
projects are those authorized by sec-
tion 17(c) of the Act which states in
_ part: The Secrefary shall develop and

implement measures for evaluating, on

an annual or more frequent basis, the
- effectiveness of the food stamp pro-
gram in achieving its stated objectives.

§282.2 Project initiation.

The Secretary shall determine those
areas of program operations which re-
quire demonstration, research, or eval-
uation efforts. In making these deter-
minations, the Secretary shall consid-
er suggestions submitted by State and
local agencies , and ofher interested
parties. The Secretary shdll, as appro-
priate, seek grant proposals, through
publication of a notice of intent in the
FEDERAL REGISTER, or contract propos-
als, in accordance with the procedures
prescribed in the Federal procurement
regulations. (41 CFR, Ch. 1.)

§282.3 Ehglblhty N

States or public or other nonproflt.
agencies or organizations or individ-
uals are eligible for grants. Grants
shall be subject to the appropriate
provisions established in the Office of
Management and Budget (OMB) Cir-
cular A-102, Uniform Administrative
Requirements for Grants-In-Aid to
State and Local Governments and
Federal Management Circular (FMC)

74-4, Cost Principles -Applicable to-

Grants and Contracts With State and
Local Governments. States or public
or private agencies or organizations or
individuals are eligible for contracts.

§2824 Approval of proposals.

(a) Presubmission proposal review.
All suggestions for project operations
and formal proposals for such oper-
ations shall be subject to the applica-
tion procedures contained in OMB Cir-
cular A-102, If projects will have a sig-
nificant impact on normal ongoing
program activities, such suggestions or
-proposals shall be reviewed in accord-
ance with the procedures established
in OMB Circular A-95, Evaluation,
Review and Coordination of Federal
and Federally Assisted Programs and
Projects. o

(b) Federal procedures. (1) Proposals
for demonstration, research, or evalua-
tion projects shall be reviewed by a
panel consisting of appropriate -FNS
and departmental representatives. .

(2) ‘Representatives from other De-
partments and agencies may be invited
to participate in proposal - review

where proposed projects could affect

their programs,

—

RULES AND REGULATIONS
(3) Proposals shall be ranked based

‘on the criteria established in para-

graph (c).of this section.

(c) Approval criteria. (1) Proposals
shall be reviewed for responsiveness to
the specific requirements contained in
the notice of intent or request for pro-
posal.

(2) In addmon, proposals will be
evaluated according to the following
general criteria: : ?

(i) The conceptual development and-

“clarity of measurable objectives.

(ii) Probable effectiveness of the
proposal to achieve the project obJec-_
tives based on:

(A) A complete description of the
purpose, hypotheses, demonstration,
research or evaluation design, and
plans for implementation;

(B) The adequacy of the work plan,
indicating tasks, scheduling, and
methodology; and

(C) A technical evaluation plan con-
sistent with the objectives stated.

(iii) The capability of the applicant
to conduct the project based on:

(A) A description of the qualifica-
tions of staff;

-

exceed those usual and customary to
program operations.

(2) Contracts. FNS shall pay all costs
as established in the terms and condl-
tions of the contract.

(3) Additional funding. The award-
ing of any funding for additional costs
incurred when necessary to the suc-
cessful completion of a project shall be
subject to existing Federal grant and
contracting procedures.

(b) Limitations. Federal financml
participation shall be available to dem-
onstration, research, and evaluatloxl
projects only for:

(1) Those activitles and projccts
awarded by FNS. Funds shall not be
transferred from one project to:an-
other;

(2) Those costs specified in the grant
or contract up to the amount ap-

_broved in the grant or contract; and

(3) Costs incurred during the proj-
ect, as established in the grant or con-
tract. Time extensions of the project
may be granted where sufficient justi.

B

. fication has been submitted to fnd ap-,

(B) Availability of necessary facili-

ties, staff, and other resources;

(C) Administrative a.nd superwsory.

capacity; and

(D) Knowledge of or prevmus experi-
ence in conducting demonstration, re-
search, or evaluation projects.

(iv) The projected cost of the proj-
ect.

(v) For demonstratlon projects, po-
tential benefits in relation to project-
ed costs and potentlal nationwide ap-
plication.

(vi) The relationship of the proposal

to other similar demonstration, re-
search, or evaluation efforts.

§282.5 Preoperational rulemaking proce-
dures for demonstration projects.

Prior fo fthe inifiation of a demon-
stration project, FNS shall publish
proposed regulations in the FEDERAL
REeGISTER if the proposal will likely
have significant impact on the public.
The regulations shall set forth the
specific operational procedures for the
demonstration_project and the provi-
sions of the Act and regulations which
shall be waived. All public comments
received shall be considered and.final
regulations published prior to actual
project operation. :

§282.6 Federal financial participation.

(a) Level of funding.

(1) Grant awards. FNS shall pay all
costs up to thelevel established in the
grant award. When a demonstration

-project involves an area of ongoing

‘State agency administrative responsi-

-bility, as established in §9271 4(a), FNS
may -pay up to 100 percent only of.

administrative costs: which

+

those

proved by FNS.

Nore.~The Food and Nutrition Service
has determined that this document does not
contain & major proposal requiring preparae
tion of an economic impact statement under
Exec}?xtive Order 11821 and OMB Circular
A-107.

Dated: November 14, 1978,

CAroL TUCKER FOREMAN,
Assistant Secretary.

[FR Doc. 78-32618 Filed 11-20-78; 8:45 am]

[3410-05-M]

CHAPTER VII—AGRICULTURAL STA~
BILIZATION AND CONSERVATION
SERVICE (AGRICULTURAL ADJUST-
MENT), DEPARTMENT OF AGRICUL-
TURE

SUBCHAPTER B—FARM MARKETING QUOTAS
AND ACREAGE ALLOTMENTS

PART 722—COTTON

Subpart—1979 Crop of Extra Long
Staple Cotton; Acreage Allotments
and Marketing Quotas

AGENCY: Agricultural Stabilization
and Conservation Service, Department
of Agriculture.

ACTION: Final rule.

SUMMARY: The purpose of this rule
is to establish State reserves, allocate
State reserves to counties and estab-
lish .county allotments for the 1979
crop of extra long staple cotton (re-
ferred to as “ELS” cotton). The need
for this rule is to satisfy the statutory
requirements of the Agricultural Ad-
justment Act of 1938, as amended.
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EFFECTIVE DATE: November 20,
1978.

ADDRESS: Production Adjustment
Division, ASCS, USDA, 3630 South
Building, P.O. Box 2415, Washington,
D.C. 20013.

FOR FURTHER INFORMZATION
CONTACT:

Charles V.
202-447-7873.

SUPPLEMENTARY INFORMATION:
A notice that the Secretary of Agricul-
ture was preparing to establish 1979
State and county ELS cotton allot-
ments was published in the FEDERAL
. REGISTER on August 8, 1978 (43 FR
35053), in accordance with 5 U.S.C.
553. No comments or recommenda-
tions were received concerning these
determinations.
Determinations with respect to 1979

Cunningham (ASCS),

State reserves and allocation of State -

reserves to counties were made initial-
ly by the respective State.committees
and are hereby approved and made ef-
fective by the Administrator, ASCS,
pursuant to delegated authority (35
FR 19798, 36 FR 6907, 37 FR 624, 3845,
22008, 40 FR 18815, and 43 FR 51434).

In order that farmers may be in-
formed of 1979~ farm allotments as
soon as possible so that they may
make plans accordingly, it is essential
that these provisions be made effec-
tive as soon as possible. Accordingly, it
is hereby found and determined that
compliance with the 30-day effective
date requirement of 5 U.S.C. 553 is im-
practicable and contrary to the public
interest. Therefore, this amendment
to 7 CFR 722.562 shall become effec-
tive upon the filing of this document
with the Director, Office of the Feder-
al Register, with respect to the 1979
crop of ELS cotton. The material pre-
viously appearing in this section as
“Subpart—1978 Crop of Extra lLong
Staple Cotton; Acreage Allotments
and Marketing Quotas” remains in full
force and effect as to the crop to
which it was applicable.

Accordingly, 7 CFR- 722.562 is
amended to read as follows:

© FinaL RUI.E

§722.562 State reserves and county allot-
ments for the 1979 crop of extra long
. staple cotton.

(a) State reserves. The State reserves
for each State shall be established and
allocated among usesdfor the 1979 crop
of extra long staple cotton pursuant to
§722.508. It is hereby determined that
no State reserve is required for abnor-
mal conditions, inequities and hard-
ships, or small farms. A reserve of 8.6
acres for trend adjustments was held
in Arizona.

The amount of the State reserve
held in each State and the amount of
allotment in the State productivity
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pool resulting from productivity ad-
justments under § 722.529 (¢) and (d) is
available for Inspection at each State
ASCS office.

(b) County allotments. County allot-
ments are established for the 1979
crop of extra long staple cotton in ac-

.cordance with §722.509. The amount

of the State allotment apportioned to
counties is available for inspection at
the respective State and county ASCS
offices.

(Secs. 344, 3417, 375, 63 Stat. 670, as amend-
ed, 675, as amended, 52 Stat. 66, as amended
(7 0.S.C. 1344, 1347, 1375).)

Noze.—The Agricultural Stabilization and
Conservation Service has determined that
this document does contain a major propos-
al requiring preparation of an Impact Anal-
ysis Statement. The Impact Analysis State-
ment Is available from Charles V. Cunning-
ham, ASCS, 202-447-7873. R

Signed at Washington, D.C. on No-
vember 15, 1978.

RAY FITZGERALD,
Administrator, Agricultural Sta-
bilization and Conservalion
Service.

(FR Doc, 78-32598 Filed 11-20-78; 8:45 am)

[3410-02-M]

CHAPTER IX—AGRICULTURAL MAR-
KETING SERVICE (MARKETING
AGREEMENTS AND ORDERS;
FRUITS, VEGETABLES, NUTS), DE-
PARTMENT OF AGRICULTURE

PART 905--ORANGES, GRAPEFRUIT,
TANGERINES, AND TANGELOS
GROWN [N FLORIDA

Subpart—Rules and Regulations

SPECIAL PURPOSE SHIPMENTS

AGENCY: Agricultural Marketing
Service, USDA.

ACTION: Amendment to final rule.

SUMMARY: This amendment estab-
lished lower grade requirements appli-
cable to the handling of “organically
produced” fresh Florida citrus fruits.
Requirements applicable to the han-
dling of such citrus recognize cultural
practices employed in the production
of such fruit and the outlets to which
such fruit is shipped.

EFFECTIVE DATE: November 16,
1978.

FOR FURTHER INFORMATION
CONTACT:

Charles R. Brader, 202-447-6393.

SUPPLEMENTARY INFORMATION:
Findings. (1) Pursuant to the market-
ing agreement and order No. 905, both
as amended (7 CFR Part 905), regulat-
ing the handling of oranges, grape-
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fruit, tangerines, and tangelos grown
in Florida, effective under the applica-
ble provisions of the Agricultural Mar-
keting Agreement Act of 1937, as
amended (7 U.S.C. 601-674), and the
recommendations of the committee es-
tablished under the marketing agree-
ment and order, and upon other avail-
able information, it is found that
amendment. of subpart — rules and -
regulations (§§905.120-905.148), as
hereinafter set forth, is in accordance
with the provisions of the order and
will tend to effectuate the decla.red
policy of the act.

Section 905.146 specifies, in part,
that as a condition to the shipment of
“organically produced” citrus fruit
(fruit that the shipper certifies has
been produced on trees on which only
compost, nonacidulated fertilizer such
as rock phosphate, dolomite or ground
limestone were used and to which no
chemical insecticide or fungicide had
been applied), such fruit must, in addi- -
tion to procedures and safeguards
specified in that section, meet applica-
ble quality requirements recommend-
ed by the committee and approved by
the Secretary. Currently, citrus fruit
regulated under this marketing order
which is shipped from the production
area must grade at least U.S. No. 1
(except seedless grapefruit must grade
at least U.S. Improved No. 2). Howev-
er, the different cultural practices
used to produce “organically grown”
citrus fruit result in fruit that general-
1y will not meet these grade require-
ments. Therefore, this action estab-
lished appropriate grade requirements
for such fruit in recognition of the
quality of fruit produced under the
cultural practices employed and the
specific demand in outlets to which
such fruit is shipped.

1t is further found that it is imprac-
ticable and contrary to the public in-
terest to give preliminary notice,
engage in public rulemaking, and post-
pone the effective date until 30 days
after publication in the Feperar REG-
I1STER (5 U.S.C. 553), because of insuf-
{ficlent time between the date when in-
formation became available upon

.which this action is based and the ei-

fective date necessary fo effectuate
the declared policy of the act. Inter-
ested persons were given an opportuni-
ty to submit information and views on
the amendment at an open meeting,
and the amendment relieves restric-
tions on special purpose shipments of
Florida oranges, grapefruif, tanger-
ines, and tangelos. It is necessary to
effectuate the declared purposes of
the act to make these provisions effec-
tive as speclfied, and handlers have
been apprised of such provisions and
the effective time.

Therefore, in §905.146 (43 FR 9455)
paragraph (a) and the sentence imme-
diately preceding paragraph (a) are
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deleted and the following is inserted in .

lieu thereof:

§905.146 Special purpose shipments.

* .. ] * *

Citrus meeting all other -applicable
requirements may be handled without

regard to grade regulations issued .

under §905.52 under the following
conditions:
(a) Such fruit meets requn'ements of

the U.S. No."2 Russet grade -and those .

requirements of the U.S. No. 1 grade
relating to shape (form) as such.re-
quirements are set-forth in the revised
U.S. Standards for grades of Florida
Oranges and Tangeloss (7 CFR
2851.1140-2851.1180), the revised U.S.

‘Standards for Florida Tangerines (7

CFR 2851.1810-2851.1835), or the re-
vised ' U.S. Standards for Grades of
Florida Grapefruit (7 CFR "2851.750-.
2851.784). Such fruit meets applicable

" minimum size requirements in effect

for domestic ' shipments of citrus
fruits. .

L »? * * *

(Secs. 1-19, 48 Stat.. 31, as amended 7
U.S.C. 601-674).)

Dated: November 16, 1978..

' CHARLES R. BRADER,
Deputy Director, Fruit and Vege-
table Division, Agrzcultural
Marketing Service.

[FR Doc. 78-32641 Filed 11-20-78; 8:45 am]}

[3410-05-M]

CHAPTER XIV—COMMODITY CREDIT
CORPORATION, DEPARTMENT OF
-AGRICULTURE

SUBCHAPTER B—LOANS, PURCHASES, AND
OTHER OPERATIONS -

PART 1464—TOBACCO

Subpart A—Tobacco Loan Program

1978 Cror GRADE LoAN RATES—BURLEY -

TOBACCO

AGENCY: Commodity Credit _Corpo-
ration, U.S. Department of Agricul-
ture. -

‘the 1978 crop of burley tobacco. be
* supported at the level of 124.7 cents

. ciations which will receive eligible to-

‘support advances will be based on the

. cent per pound which the producers’
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associations are authorized to deduct
andto apply against overhead costs.

ACTION: Final ruile.

SUMMARY: This rule establishes the
schedule of grade loan rates which will
apply to 1978 crop burley tobacco. The
rule is needed to provide the statutory
level of support for 1978-crop burley
tobacco. Eligible burley .tobacco may
be delivered for price support'. at the ;
specified rates. o

Discussion oFr COMMENTS

No comments were received with res
spect to the schedule of loan rates pro-
posed and, it has been decided to
adopt the schedule as proposed.

FINAL RULE

Accordingly, 7 CFR Part 1464 s
amended by revising § 1464.21 to read
as set forth below, effective for the

- 1978 crop of burley tobacco. The mate-

EFFECTIVE DATE: November 21,
1978. .

FOR FURTHER INFORMATION

CONTACT: rial previousliy appleiaribnlg tunggr
. - . §1464.21 remains applicable to e
] ?6%1)5?“ P. Hieronymus, 202-447 crop to which it refers.

(Secs. 4, 5, 62 Stat. 1070, as smended (18

- U.S.C. T14b, T14c), secs. 101, 106, 401, 403, 63

Stat. 1051, as amended (7 U.S.C. 1441, 1445,
1421, 1423).)

Note.—CCC has determined that this docs

" ument does not contain a significant propos-

al having major economic consequences for

the general economy requiring preparation

of a regulatory analysis under Execttive
Order 12044.

Based on an assessment of the envi«
-ronmental impacts of the proposed
action, it has also been determined
that an environmental impact state.
ment need not be prepared sirce the
proposals will have no significant
effect on the quality of the human en«
vironment.

Signed at Washington, D.C., on No-
vember 15, 1978.

RAY FITZGERALD,
" Ezecutive Vice President,
Commnodity Credit Corporation.

§1464.21 '1978 Crop Burley Tobacco, type
31, loan schedule.!

SUPPLEMENTARY INFORMATION:
On September 19, 1978, notice” was
published, in the FEDERAL REGISTER (43
FR 41991) inviting written comments,
not later than November 3, 1978, on a
proposed schedule of grade loan rates
for providing price support for 1978-
crop burley tobacco at the statutory
level. .

Section 106 of the Agricultural Act
of 1949, as amended, prescribes a for-
mula for computing, in cents per
pound, the level of price support for
each crop of tobacco for which mar-,
keting quotas are in effect or have not
been disapproved by producers. Appli-
cation- of this formula requires that

per pound. Price support will be pro-
vided through loans to, producer asso-

bacco from the producers and make
price support advances to the produc-
ers for the tobacco received. The price

!The loan rates listed arc applicable to
burley tobacco which is tled in hands or
packed in bales and-which is eligible tobacco
as defined by the regulations. Only the
original producer is eligible to recelve ad-
vances. Tobacco graded U (unsound), “wW*
(wet), “No-G” (no grade), or scrap will not
be accepted. Cooperatives are authorized to
deduct $1 per hundred pounds to apply
against overhead costs.

grade loan rates, which average the re-
quired level of support when weighted
by estimated grade percentages, in ac- .
cordance with section 403 of the Act.
The price-support advances will be the
amounts determined by multiplying
the pounds of each grade received by
the respective grade loan rate less 1

«
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[3510-05-C] < - ' { Dollars per hundred pound, farm sales weight]

" 'Loan Loan- . - Loan
Grade Rate Grade Rate Grade Rate
BlF . 139 B3GR 113. ClF 139
B2F © 137 B4GR 11 C2F 137
B3F 135 B5GR 108 C3F - 135
B4F 132 . C4F 132
B5SF 128 - T3F 131 CSF 128
oL . . * T4F . 125 - ‘
B1FR 138 TS5F . 118 C3K 124
B2FR 136 - : C4K 120
B3FR 134 T3FR 128 . C5K T 114
- B4FR 131 T4FR 124 ’
B5FR 127 TSFR 115 C3M 130
) - , C4nM 128
B1R ) 135 T3R 122 . CSM 119 .
B2R 133 T4R 119 .
B3R . 131 . TSR . 113 : Cc3v - . 126
B4R 128 . - C4V .: 123
BSR 122 : T4D . 110 Ccs5Vv '’ 117
- ~ ) " TSD . 106
. " B4D 115 R : Cc4G 113 -
B5D 110 . . T4K 109 C5G 7 106
.- . . TSK- 105 : . - -
‘B3K 125 X1L 138
B4K 123 " T4VE - 118 X2L 136 ’
B5K - 117 . T8VF 111 ’ X3L 134
oL X411, 129
B3M 129 . T4VR 111 X5L, ) 124
B4M . 123 . TBVR 107 .
B5M 113 : X1F 138
- . : . T4GF 106 X2F 136
B3VF "130 TSGE 102 X3F i ‘134
B4VF 124 . X4F 129
B5VE 121 T4GR 104 X5F ° 123
. N TSGR . 99
- B3VR - 125 - X4M ) 124
. B4VR 120 ClL 139 X5M 112
-B5VR 116 C2L 137 .
) C3L - 135 X4G 111
. B3GF 118 C4L 132 X5G 103
B4GF " 116 . C5L 128
BSGF - 112 - ' -
M1F 116 "M3FR 112 N1F 100
M2F =~ - 115 M4FR 110 . . .
M3F 114 MSFR 106 N1R 98
M4F 112 - N2R 92
MSF o- 110 - . NIL 104
. N2L ° 97 N1G 91

N2G 83

< [FR Doc. '18-32645 Filed 11-16-78; 1:56 pm]
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[7535-01-M]
Title 12—Banks and Banking

CHAPRTER VII—NATIONAL CREDIT
UNION ADMINISTRATION

PART 701—ORGANIZATION. AND.

OPERATIONS OF FEDERAL CREDIT
UNIONS ’

Final Rule—Share Accounts and
Share Certificate Accounts

AGENCY: National Credit, Union Ad-
ministration.

ACTION: Final rule.

SUMMARY: This rule authorizes Fed-
eral credit unions to issue nonnegotia-
ble certificates with minimum deposits
of $10,000 and maturities of 26 weeks
at a maximum rate of return equal to
one-quarter of one percenf above the
discount rate on the most recently
issued 26-week United States Treasury
Bills (auction average).

EFFECTIVE DATE: November 20,
1978.

ADDRESS: National Credit Union Ad-
ministration,
Washington, D.C., 20456.

FOR FURTHER INFORMATION
CONTACT: ,

J. Leonard Skiles, Deputy General
Counsel, Office of the - General
Counsel, at the above address. Tele-
phone: 202- 6324870

SUPPLEMENTARY INFORMATION
To enable Federal credit unions to
adjust their operations during credit
contractions involving rising short-
term rates, the National Credit Union
Administration (NCUA) is further
amending
share certificate accounts., Effective
July 7, 1978, the NCUA ameénded
§701.35 to permit Federal credit
unions to offer: (1) Special share certi-
ficates for IRA and Keogh accounts at
a maximum dividend rate of 8 percent
and (2) share certificates with princi-
pal amounts of $100,000 or more at
dividend rates determined by money
market conditions.

The NCUA has determined that an

additional category of share certificate
account is necessary in order to in-
crease returns for members by autho-
rizing dividend rates paid on share cer-
tificates that are competitive with 'in-
terest rates available in the market on
instruments possessing similar charac-
teristics. This new share certificate
category would enable Federal credit
unions to pay dividends on nonnego-
tiable deposits of $10,000 or more with
required -maturities of 26 weeks, at a

2025 M Street” NW.,/

its regulations governing"
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maximum rate of return equal to one-
quarter of one percent above the dis-
count rate on the most recently issued

© 26-week United States Treasury bills

(auction average). TUnited States
Treasury bills maturing in 26 "weeks
are auctioned weekly by the Treasury
Department, normally on Monday,
and are’ issued 3 business days later,
normally on Thursday. -Beginning on
such issuance date, Federal credit
unions may pay the above-described
rate on such certificates and may con-
tinue to pay that rate for new.certifi-
cates until new 26-week United States
Treasury bills are issued, at which
time the rate paid on such bills (plus
one-quarter of one percent) becomes
the ceiling rate for this category of ac-
count. The 26-week TUnited States
Treasury bill rate is published widely
in many newspapers throughout the
country.

* . Once esté.blished, the maximum rate

of return Federal credit unions-may
specify or contract for may not be in-
creased during the 26 weeks the certi-
ficates, remain outstanding. If such

certificates are renewed, automatically -

or otherwise, the maximum rate that

. may be paid may not exceed one-quar-

ter of one percent above the 26-week
Treasury bill rate (discount basis) in
effect at the time of renewal. This
type of certificate account must be
issued in nonnegotiable form with a
maturity of 26 weeks; a maturity in
excess of, or less than, 26 weeks is not

permitted. The general limitations:

governing share certlflcate accounts
apply.

- Pederal credit unions will be permit-
ted to base payment calculations on

the _average auction rate paid (dis- .

count basis).- Rounding off may be
done only by rounding down. For ex-
ample, if the auction average rate. is
6.4638 percent on a discount basis, it
may be rounded down to 6.463 percent,
6.46 percent, or 6.4 percent. The one-

- quarter of one percent additional

amount will be added to such figure.
The higher rates may be paid only on
new deposits; rates on existing certifi-
cate accounts may not be increased
prior to the maturity of suth accounts.
Public unit accounts may be invested
in the new 26-week certificate account.

In utilizing-this new share certificate
account, Federal credit unions are
urged to. consider the needs of borrow-
ers as well as savers and to consider
the éarnings limitations imposed by
the 1 percent per month loan rate ceil-
ing.

The NCUA’s decision ‘to provxde
greater flexibility for Federal credit
unions offering share certificates was
take,n after consultation with the
Board of Governors of the Federal Re-
serve System, the Department of

P

PYs

Treasury, the Federal Deposit Insur-
ance Corporation,-the Office of the
Comptroller of the Currency, and the
Federal Home Loan Bank Board. In
order to facilitate the achievement of
the above stated objectives as rapidly
as possible, the NCUA finds that appli-
cation of the notice and public particl
pation provisions of 5 U.S.C. Section
553 would be contrary to the public In-
terest and that good cause exlsts for
making the amendment effective in
less than 30 days, © -~

Accordingly, 12 CFR 701.35(g) I8
amende,d as set forth below.

(Sec. 120, 73 Stat. 635 (12 U.S.C. 1766) and
Sec. 209, 84 Stat. 1104 (12 U.S.C. 1789.).

LAWRENCE CONNELL,
Administrator.

NoveMBER 15, 1978.

* (1) Subsection (g) Is amended by de-
leting the word ‘“*or” at the end of
paragraph (3); deleting the period at
the end of paragraph (4) and, in lieu
thereof, inserting *; or”, and adding &
new pz}ragraph to read as follows:

§701.35 Share accounts und share certifi-
cate accounts.

- * » * >0

(g) * % &

(5) one-quarter of one percent nbove
the rate established (auction average
on a discount’ basis) for 26 week
United States Treasury bills issued on

“or immediately prior to the date of the

purchase of any share certificate of
$10,000 or more having a fixed or
minimum term or qualifying period of
26 weeks. Rounding off such rate may
be done only by rounding down.

* * . * *

[FR Doc. 78-32629 Filed 11-20-78; 8:45 am]

[6351-01-M]

Title 17—Commodity and Securities
Exchanges

C‘HAPTER' 1—COMMODITY FUTURES
TRADING COMMISSION

‘PART 32—REGULATION OF COM-

MODITY OPTION TRANSACTIONS

Reissuance of and Amendments to

~ Commodity Option Regulations
AGENCY: Commodity Futures Trad-
ing Commission.
ACTION: Final rule.
SUMMARY: The Commission has re-
issued and has adopted certain amend-

ments to its commodity option regula-
tions. The purpose of the Commis-
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sion’s action is to implement the provi-
sions of the Futures Trading Act of
1978 which direct the Commission to
issue regulations governing the offer
and sale of options on physical com-
modities (so-called “dealer options”).
The Commission’s action does not
affect the statutory and administra-
tive general prohibition against the
offer and sale of commodity options to
the public. The Commission’s action
will become effective in 30 days; how-
ever, the Commission is soliciting com-
ment on the amendments to its com-
modity option regulations it has
adopted, particularly the registration
requirement being imposed on com-
modity option grantors.

EFFECTIVE DATE: December 21,
1978, except that the amendment to
§32.12(d) shall be effective immediate-
iy. s vy

FOR FURTHER INFORMATION
CONTACT:

Mark N. Rae, Esq., Office of General
Counsel, Commodity Futures Trad-

ing Commission, 2033 K Street NW.,

Washington, D.C. 20581, telephone
202-254-7295.

SUPPLEMENTARY INFORMATION:
On November 24, 1976, the Commis-
sion published interim commodity
option regulations governing the offer
and sale of options involving all com-
modities other than those specificaily
enumerated in section 2(a) of the
Commodity Exchange Act prior to en-
" actment of the Commodity Futures
Trading Commission Act of 1974.! On
April 12, 1978, the Commission adopt-
ed rule 32.11 as an amendment to its
commodity option regulatiomns.? Rule
32.11 generally suspended the offer
and sale of commodity options to the
public on and after June 1, 1978. The
rule did not, however, prohibit the
offer and sale of commodity options to
commercial interests for use in connec-
tion with their businesses (so-called
“trade options”) in accordance with
rule 32.4(a), 17 CFR 32.4(a) (1977).
Thereafter, on May 26, 1978, the
Commission adopted rule 32.12, which
exempted the offer and sale of options
on physical commodities—dealer op-
tions—from the general suspension

1See 41 FR 51814 et seq. See also 17 CFR
Part 32 (1977), as amended 42 FR 61831
(Dec. 6, 1977). Sec..4c(a)(B) of the Cojmmod-
ity Exchange Act, 7 U.S.C. 6c(a)(B) (1976),
prohibits option transactions involving
those commodities specifically enumerated
in sec. 2a. Those commodities are: Wheat;
cotton; rice; corn; oits; barley; rye; flaxseed;
grain sorghums; mill feeds; butter; eggs;
onions; Solanum tuberosum (Irish pota-
toes); wool; wool tops; fats and oils (includ-
ing lard, tallow, cottonseed oil, peanut oil,
" soybean oil and all other fats and oils); cot-
tonseed meal; cottonseed; peanuts; soy-
beans; soybean meal; livestock products; and
frozen concentrated orange juice:

2See 43 FR 16153 et seq. (Apr. 17, 1978).
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created by rule 32.11, if the grantor of
the option and the futures commission
merchant offering .the option each
met specified conditions. See 43 FR
23704 et seq. (June 1, 1978). Rule 32.12
was adopted by the Commission in an-
ticipation of possible Congressional
action allowing the offer and sale of
dealer options by certain persons to
continue notwithstanding any general
prohibition that Congress might
impose or that otherwise might be in
effect.?

On October 1, 1978, the Futures
Trading Act of 1978, Pub. L. 95-405, 92
Stat. 865 et seq. (September 30, 1978),
became effective. Among other things,
section 3 of that Act amends section 4¢
of the Commodity Exhange Act (“the
Act”) so as to prohibit any commodity
option transactions involving any com-
modity that first became subject to
regulation under the Act in 1974,
thereby codifying the Commission’s
suspension of option sales. Certain
trade option transactions are, howev-
er, exempted from the congressional
prohibition. In addition, section
4c(d)(2) of the Act directs the Com-
mission to issue regulationspermitting
grantors and futures commission mer-
chants to grant and offer dealer op-
tions if they comply with statutorily
specified conditions and with such ad-
ditional uniform and reasonable condi-
tions as the Commission may pre-
scribe.

In accordance with these provisions,
the Commission has determined to re-
issue its commodity option regulations
with certain amendments. The Com-
mission believes that its existing regu-
lations generally are in accord with
the new provisions of section 4c of the
Act and that the reasons for its adop-
tion of these regulations. continue to
be valid. The Commission recognizes,
however, that it is necessary to amend
its rules to some extent to conform the
regulations to requirements of the new
legislation. Set forth below is a brief
discussion of the amendments the

‘Commission has adapted for this pur-

pose.

1. Section 4c¢(c) of the Act, among
other things, exempts from the gener-
al congressional prohibition on com-
modity option transactions certain
trade option transactions effected in

3Rule 32.12 requires that an option grant-
or and the persons offering or sclling the
grantor's options to the public make such
reports to the Commission as the Commis-
sion may by rule, regulation, or order re-
quire. On Aug. 24, 1978, the Commission
published for comment a proposal to estab-
lish the form and content of reports to be
submitted by grantors of dealer options and
persons offering or selling such optlons to
the public. See 43 FR 37715 et seq. The
Commission has adopted these proposals in
a modlified form as amendments to rules
32.12 (aX6) and (bX1), and as new rules
32.12 (D), (g), (h), and (i). See 43 FR 52467 et
seq. (Nov. 13, 1978).
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accordance with Commission regula-
tions, “in which the purchaser is a
producer, processor, commercial user
of, or 2 merchant handling the com-
modity involved in the transaction, or
the products or byproducts thereof.”
The trade option exemption contained
in section 4c(e) is not as broad as that
contained in Commission rule 32.4(2).
Under rule 32.4(2), option transactions
are exempt from the effect of the sus-
pension imposed by rule 32.11 where
the offeror has a “reasonable basis to
believe” that the offeree is 2 commer-
cial enterprise and that the offeree
enters the transaction solely for pur-
poses relating to its business as such.
Section 4c(c), however, exempts only
those transactions in which the *“pur-
chaser is” a commercial enterprise.
Rule 32.4¢a) has been amended accord-
Ingly, but the Commission has re-
tained the provision that the offeror
have a reasonable basis to believe that
the purchaser enters the transaction
for business purposes.

Thus, rule 32.4(a) will provide that
the provisions of part 32 generally:

shall not apply to a commodity option
transaction in which the purchaser is a pro-
ducer, processor, or commercial user of, ora
merchant handling, the commodity which is
the subject of the commedity option trans-
action, or the products or byproducts there-
of, and in which the person offering the
commodity option has a reasanable basis to
belleve that such producer, processor, com-
mercial user or merchant purchases the
commodity option solely for purposes relat-
ed to its businessassuch * * *.

The purpose of rule 32.4¢a) as initial-
1y adopted was to exempt from the re-
quirements of the Commissions
option regulations the acquisition of a
commodity option for a2 nonspecula-
tive purpose by a commercial enter-
prise engaged in transactions in physi-
cal commodities. See 42 FR 51815 (No-
vember 24, 1976). In order to quzalify
to grant dealer options under rule
32.12, a person must be'in the business
of buying, selling, producing, or other-
wise using the commodity on which its
options are granted, it must be a2 bona
{ide commercial enterprise.

A person that qualifies as a rule
32.12 grantor is, therefore, in the Com-
mission’s view, a commercial interest
to whom an option may be offered and
sold under rule 32.4¢a), bath as origi-
nally adopted and as presently amend-
ed. There is, however, a question
whether a rule 32.12 grantor that pur-
chases an option from a third party to
cover its obligations as grantor of an
option which has been sold fo the
public has purchased the option
“solely for purposes related to its busi-
ness” as a producer, processor, com-
mercial user or merchant handling the
commodity within the meaning of rule
32.4(a). The underlying rationale of
rule 32.4¢a) is that commercial enter-
prises engaged in the commodity busi-
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ness do not require the protection of

- the Commission’s option regulations if

they decide to acquire commodity op-

tions for business purposes, such as in--

ventory management.

Thé Commission understa,nds that
these> commercial enterprises might
also sell options for such business.pur-
poses.* The Commission has therefore
amended rule 32.4(a) expressly to pro-
vide that a rule 32.12 grantor of dealer
options may acquire options under the
trade option exemption for the pur-
pose of covering the grantor’s open
option positions. Of course, a grantor
who chooses tp cover its obligations
under open option positions through
the purchase of options or in some
other manner will not be relieved of
its obligations under section
4c(d)(2)(A) of the Act to ‘segregate
amounts accruing as profits to option

customers. See discussion under item 3

below.

Protection of option customers has
been the paramount concern of the
Commission in the development of its
option policy and regulations. To that
end rule 32.12 requires grantors to
have a.net worth of $5,000,000 and to
segregate the profits that accrue on
the options that they grant. In addi-
tion, rule 32.12 grantors are jointly
and severally liable with the persons
through which their options are sold

for any damages sustained- by an

option customer as a result of any un-
lawful act or omission, or any breach
of contract, by the person that sold
the option to the customer, or any
agent or employee of that person.s
Allowing a rule 32.12 grantor to pur-
chase options from third partles to
cover its obligations to the “public
should provide additional protection
for option customers. The purchase of
an option by a grantor which, in

effect, covers an option the grantor '

has granted should reduce the risk to
which the grantor is exposed ¢ and, in
so doing, enhance the grantor’s finan-
cial stability.

The question has also arisen wheth-
er a producer, processor commercial

4 See reauthorization of the Commodity
Futures Trading Commission: Hearings
before the Subcommittee on Agricultural
Research and General Legislation of the
Senate .Committee on Agriculture, Nutri-
tion, and Forestry, 95th Cong., 2d-Sess. pt.
II, at 106, 425 (1978).

3 The Commission requests comment on
whether the Joint and several liability provi-
sions should be retained or be modified in
any respect.

¢ The only risk to which a grantor would
be exposed where it has purchased an

option whose terms coincided generally with -

those of an option it has granted would be
that the person from which it has pur-
chased the option would not perform. A rule
32.12 grantor should, however, be in a posi-
tion to evaluate the reliability and-integrity
of the person from which it buys an option,
and would have every incentive to do so. -

»
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user, or merchant-handling a physical
commodity may grant an option on
that commodity through the facilities
of a foreign exchange for purposes
solely related to its business as such,
The Commission is not purporting to
regulate the business affairs of com-
mercial enterprises within the United
States, but only to regulate the offer
and sale of options in this country.
Nor does the Commission interpret
the general prohibition on option
transactions imposed bj section 4c(e)
of the Act to prevent commercial en-
terprises from granting options
through foreign boards of_trade. Ac-
cordingly, in the ‘Commission’s view,
the grant of an option through a for-
eign board of trade by a domestic com-
mercial enterprise would not contra-

- vene the purpose of the general prohi-

bition on option transactions imposed

* by section 4c(c) of the Act or rule

32.11 so long as it is not part of a
scheme to offer, sell, or resell the
option to a member of the public in
the United States.

2. Section 4c(d)(2) of the Act directs
the Commission to “issue regulations
allowinig grantors and futures commis-
sion merchants to grant and offer
dealer options subject. to certain condi-
tions. Section 4c(d)(2)(A) requires that
a grantor be a person domiciled in the

. United States who:

(i) Is in the business of buying, selling,
producing, or otherwise using the underly-
ing commodity;

- (ii) At all times has a net worth of at least
$5,000,000 -certified annually by an inde-

pendent -public accountant using generally

accepted accounting principles; (and)

, (iii) Notifies the Commission and every fu-
tures commission merchant offering the
grantor’s option if the grantor knows or has

- reason to believe that the grantor’s net

worth has fallen below $5,000,000 * * *,

Commission rule 32.12(a) requires,
among, other things, that a dealer
option grantor be a person who, on
May 1, 1978, was both in the business
of granting options on a physical com-
modity and in the business of buying,
selling, producing, or otherwise utiliz-
ing . that commodity.” Section

7 The House version of the bill that
became the Futures Trading Act of 1978
contained provisions similar to these re-
quirements of rule 32.12(a). See H.R. 10285,
95th Cong., 2d Sess. § (2) (1978); H.R. Rept.
No. 1181, 95th Cong., 2d Sess. 25-26 (1978).
These provisions were not, however, adopt-
ed by the Conference Committee or enacted
into law. As explained by Representative
Thomas Foley, Chairman of the House Ag-
riculture Committee and Co-Chairman of
the Conference Committee: The House bill
permitted so-called dealer options pursuant
to regulations issued under expedited pro-
ceedings but the provision applied only to
those who were dealing in options on May 1,
1978. The conferees were concerned that

‘the House provision was too restrictive and

would allow only two or three firms to exer-
cise a monopoly on this business. 124 Cong.

4c(dX(2XAXD) of the Act, however, re-
quires .only that the grantor be a
person who is in the business of
buying, selling, producing, or other-
wise using the commodity underlying
the option. The May 1, 1978, limita-
tion contained in rule 32.12(a) Is,
therefore, being deleted. *

As indicated above, the requiremont
in “section 4c(d)X2)(A) and iIn rule
32.12(a) that a grantor be in the busi-
ness of buying, selling, producing, .or
otherwise using the commodity on
which the option is granted reflects
both a congressional and & Commis«
sion judgment that grantors must be
bona fide commercial enterprises uti-
lizing the commodity—as opposed to
persons who, for example, merely ac-
quire or -own a few kilos of gold and
engage in isolated transactions in the
physical commodity as a justification
for granting options. The Commission
will, therefore, consider an individual
or firm that is not a bona fide com-
mercial enterprise utilizing the under-
lying commodity to be in violation of
the provisions of the prohibition im-
posed by section 4c(c) of the Act if it
nonetheless grants options under the
guisé of rule 32.12. See also the discus-
sion under item 8 below.

As stated above, sections 4c(d)(2)(A)
(ii) and (ii) of the Act require that a
dealer option grantor have a net worth
of at least $5,000,000; that the gran-
tor's net worth be certified annually
by an independent public accountant;
and that the grantor notify both the
Commission and the futures commis-
sion merchants through which its op-
tions are sold whenever the grantor
knows or has reason to believe that its
net worth has fallen below_ the
$5,000,000 minimum. As a result of
these amendments the Commission re«
cently reduced the $10,000,000 net
worth requirement in rule 32.12¢(a)(1)
to $5,000,000. See 43 FR 47492 et seq.
(October 16, 1978). The Commisslon is
now amending rule 32.12(a)(1) to In-
corporate the other specific require-
ments of sections 4c(d)(2)(A) (i) and
(iii). The amended rule also requires -
the grantor to provide a copy of the .
accountant’s certification to the Coms«
mission no later than 90 days after the
close of the fiscal year of the grantor.
The conditions imposed by Congress
that a grantor have net a worth of at
least $5,000,000 and that it notify the
Commission whenever it knows or has
“reason to believe” that its net worth
has fallen below that amount must at
all times be met in order for & person
to grant options lawfully. Thus, gran-
tors have a continuing duty of inquiry
to ascertain that their net worth .
meets the statutory minimum. The
Commission  therefore  interprets

Rec. H: 11219 (daily ed. Sept. 29, 1978). See
also 124 Cong. Rec. S, 16530 (daily ed. Sept. *
28, 1978) (remarks of Sen. Hucldleston).

" FEDERAL REGISTER, VOL. 43, NO. 225—TUESDAY, NOVEMBER 21, 1978

-



“reason to believe” in section
4c(d)(2)(AXiii) to include the standard
of “should have known’ in the exer-
cise of prudent business practices.

3. Section 4c(d)(2)(A) also directs the
Commission to issue regulations re-
quiring dealer options grantors to:

(iv) Segregatlel daily, exclusively for the
benefit of purchasers, money, exempted se-
curities (within the meaning of sec. 3(a)(12)
of the Securities Exchange Act of 1934 (15
U.S.C. 78c(a)(12)), commercial paper, bank-
ers’ acceptances, commercial bills, or unen-
cumbered warehouse receipts, equal to an
amount by which the value of each transac-
tion exceeds the amount received or to be
received by the grantor for such transac-
tion; -

(v) Provid[e] an identification number for
each transaction; and

(vi) Providfe] confirmation of all orders
for such tramsactions executed, including
the execution price and a transaction identi-
fication number * * *,

The language of these provisions is
virtually identical to that of rules
32.12¢(a)(3-5). The only differences are
that rule 32.12(aX3) uses the term
“option customers” rather than word
“purchasers” used in section
4c(dX(2)(AXIV) and that rule
32.12(2)(5) employs the terms “strik-
ing price and premium” instead of the
term “execution price” used in section
4c(d)(2)(AXvi). The Commission does
not interpret the words of section
4c(dX(2)(A) to include different per-
sons or elements of a transaction than
those used in the Commission’s rules.
Accordingly, the Commission has de-
termined that no changes are neces-
sary in rule 32.12(a)3-5) in order to
reflect the terms “purchasers” and
“execution price.”

In requiring grantors to -segregate
amounts representing option customer
accrued profits, Congress has endeav-
ored to assure that option customers
will be in a position to receive the
benefits of their bargain. In order to
effectuate fully this congressional pur-
pose, the Commission is amending rule
32.12(2)(3) to provide that grantors
should segregate accrued profits in the
same manner. as futures commission
merchants are presently required to
segregate the purchase price paid by
the option customer under rule 32.6.
Thus, for example, grantors will be re-
quired to segregate in the United
States as the property of option cus-
tomers amounts representing profits
and may not commingle the segre-
gated property with the property of
any other person except other option
customers. ‘ -

4. Section 4c(d)(2)X(B) of the Act dir-
ects the Commission to impose certain
requirements on futures commission

~ merchants that offer and sell dealer

options. Subsection (i) of that section
requires that a futures commission
merchant that .sells- dealer options
have evidence that the grantor of
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those options is In compliance with all
of the requirements of section
4c(d)(2)(4A), i.e., that the grantor (1) s
domiciled in the United States; (2) is a
bona fide commercial enterprise; (3)
has a net worth of at least $5,000,000;
(4) segregates customer profits; (5)
provides a transaction identification
number for each transaction; and (6)
provides confirmation of all transac-
tions.? The Commission is, therefore,
adding rule 32.12(a)(9)il) to require
that persons through which dealer op-
tions are sold have evidence in the
form of an affidavit executed by the
grantor or & partner or officer of the
grantor that the grantor is in compli-
ance with each of these requirements
and specifies the facts evidencing such
compliance. -

5. Commission rule 32.6(a), 17 CFR
§32.6(a) (1977), requires, in part, that
a person treat and deal with all
money, securities, or property received
from an option customer as payment
of the purchase price in connection
with a commodity option transaction
as belonging to that customer until
the expiration of the term of the
option or, if the customer exercises
the option, until all rights of the cus-
tomer under the option have been ful-
filled. This Janguage is virtually identi-
cal to that of section 4c(d)2)(B)ii) of
the Act. Rule 32.6(a), however, also
provides that up to 2 maximum of 10
percent of the money, securities, or
property received from an option cus-
tomer need not be treated and dealt
with as belonging to that customer.
Section 4c(dX2)X(B)(ii) does not con-
tain such a provision. The 10-percent
provision of rule 32.6(a) is, therefore,
being deleted. Thus, from and after
December 1, 1978, 100 percent of the
purchase price received from custom-
ers must be segregated as belonging to
customers. .

As discussed above, section
4e(dX(2)(A) of the Act and rule
32.12(a)(3) require the grantor to seg-
regate accrued profits for the benefit
of options customers. To implement
fully the congressional purpose under-
lying these provisions, the Commission
is amending rule 32.6 to provide that
the segregation obligations imposed on

‘futures commission merchants also

apply to any funds or other property
remitted by the grantor to the futures

*Sec. 4¢(d)(2) also authorizes, but does not
require, the Commission to permit persons
not domiciled in the United States to grant
options under such additional terms and
conditions as the Commission may adopt to
provide customers protections that are sub-
stantially equivalent to those applicable to
grantors domiciled In the United States.
The Commission does not intend to exercise
this authority casually. Accordingly, the
Commission is Interested iIn receiving com-
ments on the type of terms and conditions
that might be Imposed on nondomestic
grantors to insure adequate customer safe-
guards.
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commission merchant for payment to
option customers as a result of the
option transaction.

6. Section 4c(d)X(2)(BX(iii) of the Act,
as amended, requires that futures
commission merchants that offer and
sell dealer options record “each trans-
action in its customer’s name by the
transaction identification number pro-
tided by the grantor.” While Rule
32.12¢aX6)(11) requires that futures
commission merchants furnish their
customers with confirmation state-
ments which include the transaction
identification number provided by the
grantor, it does not specifically require
a futures commission merchant to
keep a record which matches customer
names with grantor identification
numbers. A requirement of this nature
is now ©being added as rule
32.12(a)9Xi).

7. Section 4¢(dX(2)X(BXiv) of the Act,
as amended, requires that a futures
commission merchant provide

a disclosure statement to its customers
under regulations of the Commission, that
discloses, among other things, all costs, in-
cluding any markups or commissions in-
volved In such transaction® * *.

Under existing rule 32.5(a) futures
commission merchants are already.re-
quired to deliver to option customers 2
summary disclosure statement con-
taining, among other things, a listing
of the elements comprising the pur-
chase price to be charged, including
the premium, markups on the premi-
um and other charges, as well as the
method by which the premium is es-
tablished. The summary disclosure
statement must also contain a descrip-
tion of any and all costs ¢including
commissions however characterized) in
addition to the striking price that the
customer may incur upon exercise of
the option. The summary disclosure
statement need not contain particular-
fzed price data of all costs which the
customer may incur in the transaction,
but to the extent such information is
known prior to the enfry into a partic-
ular transaction, rule 32.5(c) requires
the futures commission merchant to
inform the option customer of this
price information. In addition, rule
32.5(d) requires the futures commis-
silon merchant to furnish to the cus-
tomer not more than 24 hours aifter
the execution of a transaction, a writ-
ten confirmation statement which sets
forth, among other things, (1) the
actual amount of the purchase price
including a separate listing of the pre-
mium, of markups on the premium,
and of costs, fees, and other charges,
and (2) the striking price.

The Commission believes that these
provisions of its existing rules are con-
sistent with the requirements of new
section 4c(dX2)X(BXiv) of the act. In
order to implement fully the Congres-
sional purpose of this section, howev-
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er, the Commission is amending rule
32.5 in two respects. First, in addition
to disclosing the method by which the
premium ‘is established in the sum-
mary disclosure statement, disclosures
shall also be made of the method by
which all other costs, fees, and
charges comprising the purchase price
are to be calculated. For example, if
the futures commission merchant is to
charge a transaction fee of similar

charge based’ on a-percentage of the

premium, this fact and the percentage
must be disclosed. Second, to the
extent any particular ‘cost to be in-
curred by the option customer is not
known precisely prior to the entry into
the option transaction, the futures
commission merchant must inform the
option customer of this fact, identify
the costs involved and provide a bona
fide' estimate of what the costs are ex-
pected to be.?

8. Prior to the enactment of the Fu--

tures Trading Act of 1978, the only
persons that could lawfully grant op-
tions on a physical commodity offered
or sold to the public were those who,
on May 1, 1978, were in the business of
granting options on a physical-com-
modity and in the business of buying,
selling, producing, or otherwise utiliz-
ing that commodity. See rule 32.12(a),
43-FR 23704 et seq. (June 1, 1978).
However, as stated above, as a result
of the new legislation, the Commission
has amended rule 32.12 to delete the
May 1, 1978,.limitation. Thus, any
person that is in the business of
buying, selling, producing, or other-
wise using a commodity may grant op-
tions on that commodity if—but only
if—the person complies with the re-
quirements set forth in section 4c(d)
of the Act and the regulations adopted
by the Commission to implement that
section. Included among these statuto-
ry requirements, Congress has direct-
ed that grantors must comply with
“any- additional uniform and reason-
able terms and conditions the Commis-
sion may prescribe, including registra-
tion with the Commission.” Section
4¢(d)(2)(C). Thus, while Congress has
provided that persons who were not in
the business of granting options on
May 1, 1978, should generally be able
to grant options under the Act, as
amended, Congress also wanted to
insure that no person will be permit-
ted to grant options to the public if
the person may be found unfit to be
registered with the Commission. Aec-
cordingly, the Commission has adopt-
ed rule 32.12(a)10), imposing a regis-
tration requirement for commodity
option grantors consistent with other
registration reqmrements contained in
the Act. The Commission believes that

I oy -

°Qf course, all known costs are required to

be disclosed either in the summary disclo-

sure st,atement: or priof to the entry into the
transaction.
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this registration requirement will
benefit the .public in that it will allow
the Commission to determine whether
or not an applicant is fit to assume the
position of sensitive public trust that
being an option grantor entails.!*"

As stated above, in order to-grant op-

tions on a physical commodity the Act -

requires-that a person be in the busi-

ness of buying, selling, producing or

otherwise using- the commodity on
which the option is written. Accord-
ingly, the Commission is requiring
that, as part of the registration proc-
ess, applicants for registration as com-
modity options grantors provide the
Commission with information which
will enable the Commission to deter-
ndine if the applicant is a bona fide

commerical enterprise with respect to-

the commodity underlying the option.
Bach applicant must submit the fol-
lowing information with respect to
each commodity upon which it intends
to grant options: (1) The type and
number of commercial enterprises
with which it has engaged in business
during. the preceding- 12 months (or
such shorfer period as the applicant
may -have been in business), (2) the
type and size (by quantity of commod-
ity) of transactions with such enter-
prises during the preceding 12 months
(or such shorter period), (3) the
amount of production, inventories,
and cash market sales or purchases for
the most recently concluded fiscal
quarter and at least the three preced-
ing fiscal quarters (or such shorter
pericd), and (4) any additional infor-
mation evidencing the fact that the
applicant is a bona fide commercial en-
terprise with respect to each such
commodity:

‘Under new- rule 32.12(2)(10), no
person will be allowed to grant or issue
options on a physical commodity
unless registered with the Commission
as a commodity. options grantor. In
passing upon applications for registra-
tlon, the Commission will apply the
specific statutory requirements set
forth in section 4(c)Xd) of the Act and
also the same standards of fitness for
registration that Congress has made
applicable to other commodity profes-
sionals as set forth in sections 4n and
8a of the Act, as amended. The Com-
mission may therefore deny registra-
tion, for example; if the applicant does
not establish that the applicant is a
bona fide commerical enterprise, or
has at least $5,000,000 net worth or if
one or more of the bases for denial of
registration set forth in sections 4n or
8a exist, including the bases set forth

in the Commission’s published inter-

*The Commission’s: tégulat.ions already

 require that dealer options may not be sold

to the pubhc except. through registered fu-
tures commission merchants and associated
persons. See rules 32.3 (a) and (b), 17 CFR
32.3 (a) and (b) (1877).

pretation of the “good cause” stand-
ard contained in section 8a."

Prospective grantors will be required
to file applications for registration
with the Commission on Commission
form 7-R, the form presently used by
applicants for registration as futures
commission merchants, commodity
pool operators and commodity trading
advisors, together with a filing fee of
$200 and a signed statement that the
applicant -s applying for registration
as a commodity options grantor and
containinig the information relating to
its commercial activities referred to
above. Among other things, form 7-R
requires an applicant for registration
to provide the Commission with infor-
mation concerning (1) its form of orga-
nization, i.e., sole proprietorship, part-
nership or corporation; (2) certain
types of adverse actions which may
have been taken or are pending
against it; and (3) the names and
duties of its principal personnel. In ad-
dition, the principal personnel of an
applicant registration as 2 commodity
option grantor will be required to file
Commission form 8-R.% This form re-
quests information concerning an indl-
vidual’s background, including infor-
mation regarding certain types of ad-
verse actions that may have been
taken against the individual.

Applicants for registration with the
Commission as commodity options
grantors that are registered with the
Commission in another capacity, and
the principal personnel thereof, need
not execute and file 7-R and 8-R
forms with their applications to the
extent they have current 7-R and 8-K
forms on file with the Commission.
Prospective grantors must, however,
indicate the capacity in which they
are registered with the Commission in
the statement required by rule
32.12(a)(10X1). Of course, by virtue of
rule 1.19, 17 CFR 1.19 (1977, futures
commission merchants may not law-
fully grant options and therefore may
not be registered as commodity option
grantors. Prospective grantors need
not, defer filing applications for regis.
tration until the effective date of rule
32.12(a)(10.)

—-Consistent with section 8a(2) of the
Act, rule 32.12(a)(10) provides that
pending final Commission action on an
application for registration as a com-
modity options grantor, reglstration
shall not be granted. However, section
4¢(dX(1) of the Act, as amended, per.
mits persons domiciled in the United
States who, on May 1, 1978, were in
the business of granting options on a
physical commodity and in the busi«
ness of buying, selling, producing, or

#40 FR 28125 (June 30, 1675). The Com-
mission expects fo publish a revised intor-
pretation of this standard in the near
future.

uSee 42 FR 23988 ¢t seq. (May 11, 1977,

BIbid.
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otherwise using that commodity, to
continue to grant options on that com-
modity in accordance with the Com-
mission regulations in effect on
August 17, 1978, until 30 days after
the eifective date of the regulations
issued by the Commission under sec-
tion 4c(d)(2).}* Thus, these grantors
may continue to grant options until
January 22, 1979; i.e., 30 days after the
effective date of the regulations which
the Commission has now issued.
Section 4c¢(d)(1) also provides that if
one of these grantors files an applica-
tion for registration with the Commis-
sion within 30 days after the effective
date of these regulations, that grantor
may continue to grant options pending
final Commission action on its applica-
tion. As a result, persons presently
granting options in accordance with
rule 32.12 that file applications for

registration before January 22, 1979,

will be entitled to continue to grant or
issue options in accordance with the
provisions of section 4c(d)(1) until the
Commission makes a final determina-
tion on their applications; those who
do not make timely application must,
of course, cease granting options until
they are registered. )

Section 4c(d) of the Act also pro-
vides that: :

‘The Commission may terminate the right of
any person to grant, offer, or sell options
under this subsection only after a hearing,
including a finding that the continuation of
such right is contrary to the public interest:
Provided, That pending the completion of
such termination proceedings, the Commis-
sion may suspend the right to grant, offer,
or sell options of any person whose activi-
ties in the Commission’s judgment present a
substantial risk to the public interest.

The Commission is adding rule
32.12(a)(11) to implement this provi-
sion. In doing so, the Commission has
- interpreted the public interest stand-
ard in light of the relevant purposes
and provisions of the Act. Accordingly,
the Commission has expressly recog-
nized and provided that the public in-
terest standard of this provision in-
cludes considerations of whether any
substantial economic purpose is served
by the options granted, offered or sold
and whether there exists any of the
bases upon which the Commission
may deny, suspend, or revoke the reg-
istration of a commodity professional
under the Act. The economic purpose
criterion is consistent with the public
interest standard contained in section
5(g) of the Act applicable to futures
contracts and with the Commission’s

“Section 4c(dX1) does not, however,
exempt the futures commission merchants
through which these grantors sell their op-
tions from the effect of the Commission’s
regulations during this 30-day period. Thus,
futures commission merchants must be in
full compliance with the regulations from
and after the December 21, 1978 effective
date. .
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previously announced policy with re-
spect to commodity options. See, e.g.,
42 FR 18248 (April 5, 1977), 42 FR
55545 (October 17, 1977), and 43 FR
16155-56 (April 17, 1978).

9. Rule 32.12(c) presently provides in
pertinent part that the Commission
may for good cause shown waive any
of the requirements of paragraphs (a)
-and (b) of rule 32.12. As more fully dis-
cussed above, however, sections 4c(d)
(1) and (2) (A) and (B) of the Act
impose specific statutory requirements
on grantors and futures commission
merchants. The Commission may not,
of course, waive any of these require-
ments. Rule 32.12(c) is, therefore,
being amended accordingly.

10. The Commission’s action imple-
menting the requirements of section
4c(d)(2) of the Act will render para-
graph (d) of rule 32.12 obsolete. Para-
graph (d) has provided that the ex-
emption for dealer options contained
in rule 32.12 would expire 60 days
after the effective date of any amend-
ment to section 4¢(b) of the Act. Since
section 4c(b) was amended effective
October 1, 1978, rule 32.12(d) will
expire by its terms on November 30,
1978, To prevent a regulatory gap
from occurring, the Commission is re-
pealing rule 32.12(d) effective immedi-
ately. .

11, The Commission has also deter-
mined to amend the statutory authori-
ty citations applicable to part 32 in
order to reflect the enactment of the
Futures Trading Act of 1978.

12, Section 4c(d)2) of the Act dir-
ects the Commission to issue regula-
tions governing the offer and sale of
dealer options. Those portions of its
existing regulations that the Commis-
sion has determined to reissue for this
purpose were originally adopted in
compliance with the notice and public
procedures provided for in 5 U.S.C. 553
(1976). For this reason, the Commis-
sion finds that further compliance
with these procedures i{s unnecessary.
With respect to the amendments to its
regulations that the Commission is
now adopting to implement section
4c(d)(2), the Commission finds that
compliance with the preadoption
notice and public procedures of §
U.S.C. 553 is in part unnecessary and
in any event contrary to the public in-
terest.

Section 4c(d)(2) expressly requires
the Commission -to issue regulations
conforming to certain specific statuto-
ry requirements; since the Act gives
the Commission little discretion, if
any, over these matters, public com-
ment on these requirements is unnec-
essary. Certain of the amendments the
Commission is now adopting effectu-
ate this express congressional man-
date. The Commission recognizes,
however, that in adopting certain
other amendments, such as the regis-
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tration requirement imposed on com-
modity options grantors, the Commis-
sion is endeavoring to implement the
purposes—as well as the specific re-
quirements—of section 4c¢(dX(2). While
the Commission might have deferred
adoption of amendmeénts implement-
ing the speclfic statutory requirements
until it had an opportunity to receive
comment on the other amendments,
the Commission believes that to have
done so would have been contrary to
the public interest.

In enacting section 4c¢dX2) Congress
wanted to insure not only that dealer
options would be sold under adequate
customer safeguards, but also that
firms in addition to those that were in
business on May 1, 1978, would be pex<
mitted to enter the field as soon as
practicable. Entry into the field by ad-
ditional firms Is not possible under the
Act, however, until regulations have
been promulgated for that purpose. In
view of these considerations, as well as
the Commission’s obligation under sec-
tion 15 of the Act, 7 U.S.C. 19 (1976),
to endeavor to take the least anticom-
petitive means of achieving the Act’s
purposes, the Commission has deter-
mined to issue these regulations with-
out delay. If a registration require-
ment should not be imposed on gran-
tors concurrently with the balance of
the regulations, however, the public
will be exposed to unwarranted risks
since firms that might not be fit to
assume the position of sensitive public
trust that granting options entails
might thereby gain access to the field.
For this reason it would be contrary to
the public interest to delay the effec-
tive date of the registration require-
ment beyond the date that the bal-
ance of the regulations become effec-
tive.

In any event the reissuance and
amendment of the Commission regula-
tions will not become effective until
December 21, 1978, and the Commis-
sion will consider any comments on its
action it may receive prior to that date
In order to determine whether the
Commission should modify these regu-
lations in any respect. To be consid-
ered comments should be sent to the
Commission at its Washington ad-
dress, 2033 K Street NW., Washington
D.C. 20581, attention: Secretariat.

In its adoption of the options regula-
tions presently in effect, the Commis-
sion, consistent with its obligations
under section 15 of the Act, 7 U.S.C.
19 (1976), has taken into account the-
public interest to be protected by the
antitrust laws and has endeavored to
take the least  anticompetitive means
of achieving the objectives, policies,
and purposes of the Act. See, e.g., 41
FR 51809 (November 24, 1976); 43 FR
16156 (April 17, 1978). The Commis-
sion has also done so in determining to
continue these regulations in effect at
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this time and to adopt these amend-
ments and has also considered the con-
gressional judgment reflected in the
Futures Trading Act of 1978 that op-

tions may be offered and sold only-

under terms and conditions that are
designed to insure adequate customer
safeguards.

In consideration of the foregoing,
the Commission pursuant- to-the au-
thority contained in sections 2(a)1),

4c and 8a of the Commodity Exchange

Act, 7 U.8.C. 2, 6¢ and 12a (1976), as
amended_by Pub. L. 95-405, 92 Stat.
865 et seq. (September -30, 1978),
hereby amends part 32 of cha.pter Iof
title 17 of the Code of Federal Regula-
tions as follows:

1. By continuing in effect the follow-
ing sections of Part 32:

Sec.

32.1 Definitions (17 CFR 32.1 (1977)).

32.2 Prohibited transactions. (17 CFR 32.2
(1976)). .

32.3 Unlawful commodity option transac-
tions (17 CFR 32.3 (1977), as amended 42
FR.-61831 (December 6, 1977)).

32.4 Exemptions (17 CFR 324 (1977))'

(except paragraph (a)).

32.5 Disclosure (17 CFR 325 (1977))
(except paragraphs (aX1X(ii) and (e)).
32.6 Segregation (17 CFR 32.6 (1977))

(except paragraph (2)).

32,7 Books and record keeping (17 CFR
32.7 (1977)).

32.8 Unlawful representations (17 CFR
32.8 (1977)).

32,9 Fraud in connection with commodxty
option transactions (L7 CFR 329
(1977)). )

32,10 Option ftransactions entered into
prior to the effective date of this part
(17 CFR 32.10 (1977)).

32,11 Suspension of commodity option
transactions (43-FR 16153 et seq. (April
17, 1978));

32.12 Exemption from suspension of com—
modity option transdctions (43 FR 23704
et seq. (June 1, 1978), as amended by 43
FR 52467 et seq. (November 13, 1978))
(except paragraphs (a)(1), (a)(3), (¢) and
(d));=

2. By amending § 32. 4(a.) to read as
follows:

§324 Exemptions.

(2) Except for the provxslons of
§§32.2, 32.8 and 32.9, which shall in
any event apply to all commodity
option transactions, the provisions of
this part shall not apply to a commod-
ity option transaction in which the
purchaser is a producer, processor, or
commercial user of, or a merchant
handling, the commodity which is the
subject of the commodity option
transaction, or the products or byprod-
ucts thereof, and in which the person
offering the commodity option has a
reasonable basis to believe that such
producer, processor, commercial user

.

© Amendments to paragraphs (a}(6) and

(b)X(1) of rule 32.12 and new rules 32.12(f),

(g), (h) and (i) were recently adopted. See 43

FR 52467 et seq. (November 13, 1978), and ’
. trades or contracts: Provided, however,

note 2, supra.
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or merchant purchases the commodity
option solely for purposes related to
its business as such or for the purpose
of meeting its obligations to option
customers under outstanding options
it has granted in accordance with the
provisions of section 32.12.

* * - = * *

3. By ameniding paragraphs (a)(1)(GD
and (c¢) of § 32.5 as follows:

§32.5 Disclosure. .

(a)* * *

(*=** :

(ii) A listing of the elements com-
prising the purchase price to be
charged, including the premium,
markups on the premium, costs, fees
and other charges,  as well .as the
method by which the premium and
such costs, fees and other charges are
established;

* * * * *

(c) ** * to the extent any of the
foregoing amounts are not known,
+such person shall inform the option
customer or ‘prospective option cus-
tomer ‘ of that fact, identify which
amounts are not known, and provide a
bona fide estimate of what the
amount:s are expected to be,

* * * * *

4, By amending §32.6(a) to read as

follows’

§ 32.6 Segreg'\tlon

‘(a) Any ‘person which accepts

money, secuntles, or property from an
option customer as payment of the
purchase price in connection with a
commodity option « transaction or
which accepts money, securities, or
" property payable to an option custom-
er as a result of a commodity .option
transaction shall treat and deal with
such money, securifies, and property
as belonging to such option customer
until expiration of the term- of the
option, or, if the option cusfomer exer-
cises the option, until all rights of the
option  customer under the commodity

- option or as a result of such exercise
. have been fulfilled. Such money, secu-

rities, and property (1) shall be sepa-
rately accounted for and segregated as
belonging fo such option customer, (2)
shall be kept in the United States, and
(3) shall not be commingled with the
money, securities, or property of any
other person, including the money, se-
curities, or property received by a fu-

tures commission merchant to margin,.

guarantee or secure the trades or con-
tracts of commodity customers (as de-
fined in §1.3¢(k) of this chapter)-or
with the money accruing to such com-
modity customers as the result of such

€

That the money, securities, or proper-
ty tréated as belonging to an option
customer may for convenience be coms
mingled with the money, securities, or
property treated as belonging to any

other option customer and deposited.

in the same account or accounts with
any bank or trust company in the
United States. Such money, securities,
and property, when so deposited with
any bank or trust company, shall be
deposited under an account name
which will clearly show that it con-
tains money, securities, or property,
segregated as required by this part.
Each person depositing such money,
securities, or property shall obtain and
retain.in its files for the period pro-
vided in §1.31 of this chapter an ac-
knowledgment from such bank or

- trust company that it was informed

that the money, securities, and proper-
ty therein are being treated as belong-
ing to option customers and are being
held in accordance with the provislons
of this part. Such bank or trust com-
pany shall allow inspection of stich ac-
counts at any reasonable time by rep-
resentatives of the Commission.

* - » » ]

5. By amending paragraphs (a)(1),
(aX3) and (¢), adding paragraphs
(a)9), (a)(10) and (2)(11) and revoking
paragraph (d) of §32.12, but reserving
paragraph (d) for future use, as fol-
lows

R
i

§32.12 Excmption from suspensiou of !

commodity option transactions.

(a) The provisions of §32.11 shall
not apply to the solicitation or acccpt«
ance of orders for, or the acceptance
of money, securities, or property In

. connection with, the purchase or sale

§

of any commaodity option on a physical-,

commodity granted by a person doml-
ciled in the United States who g in the
business of buying, selling, producing,
or otherwise using that commodity if
all of the following conditlons are met
at the time of the solicitation or ac-
ceptance:

(1) The grantor at all times has a net
worth of at least $5,000,000 certified
annually by an independent public ac-

- countant using‘generally accepted ac-

counting principles, provides a copy of
such certification to the Commission
no later than 90 days after the close of
the fiscal year of the grantor, and no-
tifies in writing the Commission and
every futures commission merchant
offering and selling the grantor’s op-
tions whenever the grantor knows or
has reason to believe that the gran-
tor’'s new worth has fallen below
$5,000,000;

*® -8 » « -

(3) * * * and the grentor shall treat
and deal with and shall segregate the

‘FEDERAL REGISTER, VOL. 43, NO. 225—TUESDAY, NOVEMBER 21, 1978

[}



foregoing property in the same
manner and subject to the same condi-
tions as set forth in § 32.6 of this chap-
ter with respect to the treatment and
segregation of the purchase price paid
_ by option customers;

* - = = * *

(9) Each person who is offering and
selling the option to an option custom-
er (i) records each transaction in its
customer’s name by the transaction
identification number provided by the
grantor and (ii) has evidence in the
form of an affidavit executed upon
actual knowledge by the proprietor of
a sole proprietorship grantor, a gener-
al partner of a parfnership grantor, or
the chief executive officer or chief fi-
nancial officer of 2 corporate grantor,
that the grantor of the options that it
sells is in compliance with paragraphs
(a), (a)1), (a)3), (a)(4), and (a)5) of
this section and specifies the facts evi-
dencing such compliance.

(10)(i) The grantor is registered W1th
the Commission .as a commodity op-
tions grantor: Provided, That any
person domiciled in the United States
who on May 1, 1978, was in the busi-
ness of granting an option on a physi-
cal commodity and was in the business
of selling, producing, or otherwise uti-
lizing that commodity and who files
an application for registration under
this paragraph on or prior to Decem-
ber 31, 1978, may continue to grant or
issue options in accordance with this
§32.12 pending a final determination
by the Commission on the application.
Applications for registration as a com-
modity options grantor shall be filed
with the Commission on form 7-R to-
gether with a statement executed by
the applicant (A) that the applicant is
seeking registration as a commodity
options grantor under this section and
(B) containing the following informa-
tion with respect to each commodity
upon which the applicant intends to
grant options: (Z) The type and
number of commercial enterprises
-with which the applicant has engaged

. in business during the preceding 12

months (or such shorter period as the
applicant may have been in business);
(2) the type and size (by quantity of
commodity) of transactions with such
enterprises during the preceding 12
months (or such shorter period); (3)
the amount of production, inventories,
. and cash market sales or purchases of
the applicant for the most recently
concluded fiscal quarter and at least
the three preceding fiscal quarters (or-
such shorter period); and (4) any addi-
tional information evidencing the fact
that the applicant is 2 bona fide com-
mercial enterprise with respect to each
such commodity. A form 7-R need not
be executed and filed by an applicant
that is registered with the Commission
and has an up-to-date form 7-R on file
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with the Commission, but such an ap-
plicant must state the capacity in
which it is registered with the Com-
mission in the statement accompany-
ing the application required by this
paragraph. The application for regis-
tration shall also be 2ccompanied by a
form 8-R executed and filed by each
sole proprietor and by each natuoral
person who Is a general partner, offi-
cer, director, or branch office manager
of the applicant, or performs similar
functions, or is any other controlling
person of the applicant; except that
an accompanying form 8-R need not
be filed by any individual who (i) Is
registered as a floor broker or an asso-
ciated person or has applied for regis-
tration as a floor broker or an associat-
ed person and such application has
not been withdrawn or denied or who
is affiliated with any registrant, (i)
has an up-to-date form 8-R on {file
with the Commission and (iil) is identi-
fied on the form 7-R or statement
filed by the grantor under this para-
graph. Any natural person (other than
a floor broker or assoclated person)
who subsequently becomes a general
partner, officer, director, or branch of-
ficer manager of the registrant, or per-
forms similar functions, or becomes
any other controlling person of the
registrant, shall promptly execute and
file a form 8-R. Each form 8-R shall
bé filed in accordance with the
instructions contained therein. Indi-
viduals who were previously required
to submit biographical information on
form 94 or who have {iled a form 8-R
as required by this section shall file a
current form 8-R, upon request by the
Commission.

(ii) Bach application for registration,
or renewal thereof, as a commodity
options grantor shall be accompanied
by a fee of 5200. Fees shall be remitted
by money order, bank draft, or check,
payable to the Commodity Futures
Trading Commission. All registrations
under this section shall expire on the
30th day of June of each year, and
shall be renewed upon application
therefore subject to the same require-
ments as in the case of an original ap-
plication. Each person registered
under this section shall comply with
the provisions of §§1.14(a)(4) and (c¢)
of this chapter.

(iii) The Commission may refuse to
register any person seeking registra-
tion under this section if it is found,
after opportunity for hearing, that the
applicant has not established that the
applicant meets the requirements of
section 4(c)(d) of the Act or of para-
graph (2)(1) of this section or that the
applicant is unfit to engage in business
because of the existence of any of the
reasons upon which the Commission is
authorized to refuse registration
under sections 4n or 8a of the Act:
Provided, That pending {inal determi-

54227

nation of the applicant's fitness for
registration, registration shall not be
granted: And provided further, That
the applicant may appeal from a re-
fusal of registration in the manner
provided in section 6¢b) of the Act.

(11) Notwithstanding the foregoing
provisions of this section, the Commis-
sion may terminate the right of any
person to grant, offer, or sell options
under this section only after a hear-
ing, including a finding that the con-
tinuation of such right is contrary to
the public interest: Provided, That
pending the completion of such fermi-
nation proceedings, the Commission
may suspend the right to grant, offer,
or sell options of any person whose ac-
tivitles in the Commission’s judgment
present, a substantial risk to the public
interest. In determining whether to
terminate or suspend the right of any
person to grant, offer, or sell options,
the Commission will consider, among
other public interest factors, whether
any substantial economic purpose is
served by the options granted, offered,
or cold, whether any cause exisis
under sections 4n or 8a of the Act
which would warrant, refusal, suspen-
sion or revocation of registration with
the Commission and whether the
person is in violation of any provision
of the Act or the Commission’s regula-
tions thereunder, including the regula-
tions contained in-this part.

-~ - - - -

(¢} Upon written application the
Commission may for good cause shown
in any particular case waive the re-
quirements of any provision of para-
graph (2) or (b) of this section other
than those requirements expressly im-
posed by sections 4¢(d)(1) and (2) (A)
and (B) of the Act, subject to such
other terms and conditions as the
Commission may find appropriate In
the public interest and for the protec-